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Somewhere east of Laramie, on one of Wyoming's 


Beg 

The U. S. Army Corps of Engineers is con- 
structing this operational intercontinental 
missile base in Wyoming. In front of the 
partially completed Launch and Service Build- 
ings are Col. Sidney T. Martin, in charge of 
construction, and Maurice K. Graber, a con- 
struction engineer for the Corps. 





The Atlas is powered by a cluster of liquid 
propellant rocket engines that burn liquid 
oxygen and RP-1, a kerosene-like hydro- 
carbon fuel. 192 pressure tanks fabricated 
from alloy or Stainless Steel plate at this site 
store liquid and gases—liquid oxygen and 
nitrogen and helium gases which are used 
to inject the fuels into the missiles. 





This is the inside of the blast pit of one of the 
launcher buildings. In all six of these build- 
ings there are 1,040 tons of structural steel, 
1,950 tons of reinforcing steel, over 48,000 tons 
of concrete aggregate, blocks and cement, 
and 8,040 tons of mechanical stecl items. 





plains, you'll find the strangest 
government housing project ever 
built. Six concrete and steel build- 
ings are being constructed to house 
Atlas missiles. The site is one of the 
operational intercontinental missile 
bases to be operated by the Strate- 
gic Air Command. This base is being 
constructed on the surface. Others 
will burrow deep into the earth. 


Generally, the missiles are all 
you ever hear or read about. Ac- 
tua!ly, they’re only a small part of 
the missile program. Most of the 
manpower and material go into 
ground support equipment. There 
are over 11,000 tons of steel and 
over 48,000 tons of concrete ag- 
gregate, blocks and cement in the 
six launching service buildings at 
this site alone. 


United States Steel can supply 
virtually all of the material for a 
missile program — carbon steel, 
high-strength low-alloy steel, ultra- 
high-strength alloy steels, Stain- 
less Steel, steel fence, electrical 
cable, cement and wire rope. 


The success of our whole missile 
program depends upon these ma- 
terials. 





Fuel lines and process piping are Stainless 
Steel and operate at pressures up to 15,000 
psi. The pipes are kept almost surgically clean 
to prevent contamination of fuel and subse- 
quent malfunction. Vapor degreasing and 
chemical cleaning processes are used on 
the pipes. 





United States Steel 


























GOODYEAR DIVERSIFICATION AT WORK 


Aid to Safe Travel at 2000° Fahrenheit 


A warm welcome awaits space vehicles re-entering 
the Earth’s atmosphere. Friction and supersonic speed 
create temperatures akin to those of molten lava. 
Rubber-tired landing wheels —even by Goodyear — 
would burn up long before the return to ground zero. 

So Goodyear designed and built this all-wire tire. 
Hundreds of tufts of high-temperature steel wire sur- 
round the rim of a wheel made of special heat-resist- 
ant alloy. The unit is tough enough to survive the 


Lots of good things come from 


punishment of re-entry, yet resilient enough to cush- 
ion the shock of touchdown. Precious equipment and 
data—the forerunners of human travelers—are helped 
to a safe return to the mother planet. 

Before a twelve-hour countdown begins, before the 
thin air of the stratosphere closes about the return- 
ing voyager, Goodyear imagination, research and de- 
velopment have been at work—protecting the travel 
of tomorrow. 
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The Gift 
that 


Harns Income 


Lawyers know that there is more to gener- 
osity than just leaving property to beneficiaries 
in a Will. 

The gift in trust is a good example. Profes- 
sional management, considerate discretion and 
peace of mind accompany it—and continue 
through its duration. 

Make an appointment with Hanover to talk 
over with your client the benefits of ‘‘the gift that 


earns income.” 
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Cover Picture . . . One of the many new 
metropoli which have sprung up in the 
South in the last decade or so, attesting to 
the vigor of this area’s growth and economic 


| importance, is St. Petersburg, Fla. Evidence 
| that this growth has been translated in fine 
| measure into fiduciary business is given in 
| the addresses at the Southern Trust Con- 
| ference held there last month. Here too is 
| proof that good work done in trust depart- 
| ments generally reflects to the benefit of 


the business in other localities also, for 


| many Southern customers were “educated” 


in trust services in their former northern 
homes. The view here shows the Central 


| Yacht Basin and downtown skyline, from 
| the Bay. 


views advocated in signed articles. | 


Second class postage paid at New York, N. Y., and Paterson, N. J. 




















| Death of a World Benefactor 
When John D. Rockefeller, Jr.. died 


'on May 11 at the age of 86 not only 
America, but the world, lost a philan- 
thropist whose donations over a life- 
time were munificent and well 
thought out that one editorial referred 
to him as a “statesman of wealth.” His 
estate, estimated at $150,000,000, was 
small compared to the $473,892,000 he 
gave away during his life (his father 
before him had distributed $531 
lion). 

Mr. Rockefeller’s interest in the fu- 
ture is represented by his grants for con- 
servation of the and other 
natural resources in national parks, by 


so so 


mil- 


redwoods 


his support of the United Nations 
through gifts of land (for the U.N. 


Building in New York) and books for 
the permanent library in Geneva, by vast 
sums for medical research of benefit to 
all mankind. His love of the fine things 
in the past is exemplified by the re- 
building of Williamsburg, Va., and 
restorations in Versailles and Rheims in 
France. His support of current projects 
can be illustrated by donations to 
Brown, Princeton, and New York Uni- 
the Center for Per- 
forming Arts, and the Riverside Church. 
Much of his collections of paintings, 
rugs. sculptures, porcelains and other 
art objects will go 





versities. Lincoln 


now or ultimately 
— to museums where they can be en- 
joyed by the public. 

Despite these manifold and important 
associations, no interest was stronger 
with Mr. Rockefeller than his love of 
family. He took a quiet pride in his 
children and entrusted them with great 
responsibilities. 

Technical highlights of his 59-page 
printed will are reported at p. 608. 


AAA 
Co-sPONSORS SOUTHWESTERN G.S. B. 


The Fort Worth Clearing House As- 
sociation has joined with the Dallas 
Clearing House Association and South- 
ern Methodist University as a sponsor 
of the Southwestern Graduate School of 
Banking at SMU. One of five advanced 
schools for bank officers in the nation, 
it was established in 1958 to meet the 
need for specialized post-graduate com- 
mercial and trust banking training in 
the Southwest. 

The coming term, July 17-30. will 
total enrollment of more than 
100 and the School's first graduating 
class of 170. More than 100 faculty 


see a 





members will serve the School in 1960. 
Freshmen from 16 states and several for- 
eign countries are enrolled. 








Program for Annual Meeting 


Section of 


REAL PROPERTY, PROBATE AND TRUST LAW 


American Bar Association 
Sheraton-Park Hotel, Washington, D. C.; August 29-30 


Aug. 29—9:30 A.M. 


“The Use of Private Land Restrictions in Planned Urban Develop- 
ment,” A. Edmund Peterson, Chicago. 

“The Removal and Modification of Private Restrictions on the 
Use of Land in England,” R. E. Megarry, Q.C.. London, Eng- 


land. 


“Perpetuities: Let’s Get the Rule on the Rails.”” W. Barton Leach, 


Cambridge, Mass. 


Aug. 30—9:30 A.M. 


“Status of Proposals Concerning Administration by Foreign Con- 
suls of American Located Estates Involving Foreign Nationals,” 
Charles A. Woods, Jr., Pittsburgh 


“Small Estates Administration in the United States,” 


be designated ) 


(Speaker to 


“What Constitutes Extraordinary Services in Connection with 


Attorneys’ 
Alice M. Bright, Chicago. 


Fees and Commissions in Probate Proceedings,” 


“Status of Proposals for Simplification of Security Transfers by 


Fiduciaries,’ 


’ Daniel Partridge III, Washington, D. C. 


“Evidentiary Problems Relating to Contracts to Make Wills.” 


Bertel M. Sparks, New York. 


“How a Decedent’s Estate is Administered in England,” R. J. F. 


Burrows, London, England. 


“Problems of Former Citizens of Community Property Going or 
Returning to Common Law State,” Robert A. Lefler, Fayette: 


ville, Ark. 


Aug. 30—1:45 P.M. 


“Estate and Tax Planning Committee Report.” G. 


Wolf. Baltimore. 


Van Velsor 


“Perpetuating Family Business Through Estate Planning,” John 


R. Golden, Chicago. 


“Effects of State Lines on Estate Planning,” William P. Cantwell. 


Denver. 


“Domicile, Citizenship and Situs in Administration and Taxation 
of English and American Estates,” John Mills, London, England. 
“Means of Executive Compensation — Corporate Considerations,” 


Henry W. Trimble, Jr.. New York. 


Aug. 30—7:00 P.M. 


Annual Reception and Dinner — Army & Navy Club. 


Bar Trust Section 
Holds Regional Meeting 


As part of the American Bar Associa- 
tion’s regional meeting at Portland, 
Ore., its Section of Real Property, Pro- 
bate and Trust Law on May 25 put on a 
program of timely interest in each of the 
three major fields covered by the Sec- 
tion. 


Joseph A. McClain, Jr. of Tampa de- 
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scribed the “Preparation for Trial of a 
Condemnation Suit for the Property 
Owner;” Austin Fleming of Chicago 
outlined “Testamentary Provisions to 
Avoid Probate”; and G. Van Velsor 
Wolf of Baltimore explained “The Use 
of Inter Vivos and Testamentary Trusts 
in Estate Planning.” 


It is expected that these papers will 
be published later. 


Advisory Committee on M d. 
Continent Trust Conferen. e 
R. Emmett Hanley, president of the 


Corporate Fiduciaries Association of 
Chicago, hosts to the American Ba 


ers 
Association Trust Division’s 29th _ lid. 
Continent Trust Conference to be eld 
in Chicago November 17 and 18, has 
announced the membership of the ‘‘on- 


ference Advisory Committee: Pau! W. 
Goodrich, president, Chicago Tiltic & 
Trust Co.; David M. Kennedy, ciiair- 


man, Continental Illinois National |:ank 
and Trust Co.; Arthur T. Leonard. 
president, City National Bank and ‘ rust 


Co.; Homer J. Livingston, chairman, 
First National Bank; Solomon A. Smith, 
chairman, Northern Trust Co.; Law- 
rence F. Stern, chairman, American Na- 


tional Bank and Trust Co.; John C. 
Wright, chairman, LaSalle National 


Bank; and Kenneth V. Zwiener, presi- 
dent, Harris Trust and Savings Bank. 

The conference area includes Arkan- 
sas, Colorado, Illinois, Indiana, lowa. 
Kansas, Kentucky, Louisiana, Michigan, 
Minnesota, Missouri, Nebraska, North 
Dakota, Ohio, Oklahoma, South Dakota. 
Tennessee, Texas, and Wisconsin. 

Mr. Hanley is senior vice president, 
City National Bank and Trust Co.. and 
a member of the Executive Committee 
of the A.B.A. Trust Division. 

A A A 


Insured Pension Plans 


Cover 5.3 Million 


More than 5,265,000 American work- 
ers are covered by insured pension plan 
protection, the Institute of Life !nsur- 
ance has reported. This is more than 
twice the number of persons covered 
ten years ago. Last year 3,150 plans 
were established providing for 135,000 
workers. The future growth in the pen- 
sion field, the Institute stated, will be 
concentrated among the small and me- 
dium-sized companies. 

Insured pension reserves of $17.5 bil- 
lion were set aside by the end of 1959 
to guarantee future pension payments. 
Future annual retirement income to be 
provided under insured plans totaled 
$2,665,000,000 at the beginning of this 
year, more than three times the income 
reported at the start of 1950. The 
amount to be eventually paid in pen- 
sions will be much larger, the [stitute 
said, since more than two thirds of 
these workers come under gro ip an- 
nuity programs and deposit adm/nistra- 


tion plans which are not fully ‘unded 
until retirement. Annual income «'f over 
$300,000,000 is currently bein; paid 
out to persons already retired. 
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DEVELOPMENT OF EXECUTIVE PERSONNEL is 
becoming an imminent necessity to maintain 
the standards of professional trusteeship, 
and even to carry out efficiently the 
growing work load of the nation's trust 
departments. Failure to recruit capable 
personnel and train them for decision-mak- 
ing responsibilities can have dangerous 
repercussions to the entire banking busi- 
ness. The crucial nature of this problem 
is evident to anyone viewing the desks and 
unfinished business files of trust offi- 
cials, and was the subject of a key ad- 
dress and discussions at the 3rd Southern 
Trust Conference, reported in following 
pages. The shortage of men trained to 
handle the greater variety of modern fidu- 
ciary services becomes more acute as vol- 
ume and complexities increase. The new 
National Trust School — starting this 
August at Northwestern University — is a 
much-needed innovation, but many banks 
have been lax in taking advantage of even 
the existing educational facilities and 
may soon run into difficulties for lack of 
this foresight........Filling the ranks 
left by the retired alone will be a test 
of the corporate fiduciary's ability to 
provide continuity, but many of these men 
can be of great value to other banks or in 
consultant capacity, particularly in 
estate planning work. One course of excel- 
lent material for trust officer develop- 
ment are the young men and women who are 
trust beneficiaries. A number of the best 
officers in trust business today come from 
these ranks. They have an advantage in not 


being primarily concerned with a high 
Salary. 


LEGISLATIVE APPROVAL OF THE UNIFORM ACT 
for Simplification of Fiduciary Security 
Transfers goes on apace with Georgia, 
Maryland and New Jersey joining the list 
of 15 states recorded in the Oct. '59 is- 
sue (pp. 1019 ff) as having adopted the 
Act...Now York has continued to reshape 
its rules against perpetuities and accumu- 
lations the end result of which is that 
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common law rule has now been embraced in 
its entirety. Of at least equal interest 
is the Empire State's entry into the pour- 
over field with a new law which not only 
validates living life insurance trusts but 
authorizes payment of proceeds to trus- 
tees named by will. These and other recent 
enactments are reported at p. 609. 


TRUSTEED CORPORATE PENSION FUNDS HIT 
$25.3 billion in book value at end of 1959, 
up from previous $22.1 billion, as shown 
by SEC annual survey. Market value was 
$28.2 billion, of which 44% was in common 
Stocks, compared with previous 39%. Place- 
ment of 50% of net 1959 receipts in equi- 
ties made for a net gain of $1.6 billion 
and, for the first time, this sector out- 
ranked the total of corporate bonds, the 
traditional bellwether. Details at p. 547. 


PLANNING FOR THE PROFESSIONAL MAN de- 
pends upon which one of three stages he 
is in: just starting in practice, the mid- 
dle years, or approaching retirement. A 
panel of five — including an investment 
man in addition to the traditional four- 
man team — took a typical professional 
through the three stages at a recent Es- 
tate Planners Day forum. It is interesting 
to observe (aS reported at p. 536) how the 
insurance, legal, accounting, trust and 
investment viewpoints interacted. 


WHAT MAKES MILLION DOLLAR ROUND TABLE 
members was a major theme of that select 
group's annual meeting in Honolulu. The 
business and personal estate planning high- 
lights of the sessions are Summarized at p. 
516. 


115 POOLED INVESTMENT FUNDS operated by 
trust institutions for employee retirement 
and welfare plans held assets in excess of 
$436 million as of their 1959 fiscal year- 
end dates. Of this amount, $197 million 
was invested in common stocks. The 40 
funds that submitted 1958 and 1959 figures 
Showed aggregate growth of $116 million. 
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Companies whose common stock was held by 
more than half the 74 equity holding Funds 
were: Standard Oil (N. J.), General Elec- 
tric, General Motors, DuPont, Texaco, 
Union Carbide, I.B.M., U.S. Steel and 
A.T.&T. Further details are given at p. 
522. 


FRB APPROVED DROP TO 3%% IN DISCOUNT RATE 
on June 3rd for Philadelphia and San Fran- 
cisco due to "decline in inflationary 
psychology" rather than to any suspicion 
that business is Slipping. Steady to ris- 
ing bank rates abroad, with West Germany 
Stepping up from 4% to 5% the same day, 
will be watched for their effect upon dol- 
lar or gold flows. Prime rate reduction, 
barring sudden turn=-abouts, seems in pros- 
pect in due course. 


THE SPOTLIGHTS ON PRINCIPAL AND INCOME 
problems grows brighter. With the plethora 
of stock dividends and splits in the re- 
cent past, knotty questions of allocation 
between life tenant and remainderman have 
commanded the attention of trustees, 
courts and writers (See Life Tenant & Re- 
mainderman index, Dec. 59, p. 1290). All 
of this has brought to a head the need for 
reconsideration of the Uniform Principal 
and Income Act and a committee is now 


working on that project. George Barclay's 
column in the April issue evoked some 


penetrating comments from readers whic! he ff 


discusses in this issue (p. 571). By ccin- 
cidence, one of the subjects under review 
— treatment of capital gain distributions 
on investment company shares — was ruled 
on last month by Maryland's high court 
which held (see p. 613) that such distri- 
butions belong to income. 


A FRESH LOOK AT EQUITIES DURING A NON- 
INFLATIONARY PERIOD may be in good order. 
We have become used to expecting diminish- 
ing dollar purchasing power to sustain or 
advance the general stock market, either 
as a hedge or because of increased sales 
and productivity. In spite of the upward 
cost-push of wages, many economists now 
anticipate a relatively stable price level 
or slight upcreep — possibly at the ex- 
pense of per-unit profits — as competition 
(both domestic and foreign) intensifies. 
While GNP in the first quarter of '60 rose 
to near $500 billion annual rate (and 
measured in almost the same dollars), 
there is an air of uncertainty, partly en- 
gendered by falling industrial employment 
and possibly by the increased cost of our 
record 846 billion public and private 








“READING THE WILL” — BY T. ROWLAND 
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From a famous English color print; one of the collection of Will pictures in the library of TRUSTS AND ESTATES. 


Black and white reproductions of this and the preceding five prints published here, in the same size, may be had from the magazine for six lars. 
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debt..+.+.eeGNP might rise to $800 billion 
by 1°70, and population to 215 million, 
put more people will be demanding more 


"social benefits" at the expense of a 
smal_er proportion of wealth producers. 
We have had preceptive corrective, and de- 


fensive selective investment. Now we will 
need perceptive ability as the averages 


will likely embrace much wider extremes, 
and be thus more misleading. New cor- 
porate fortunes will be made but for many 


the profit squeeze — abetted by taxes — 
will increase. Professional investors may 
have to become more scientific and tech- 
nically knowledgable to do a Superior job 
as the escalator narrows. 


WHETHER STOCKS GO UP OR DOWN they will 
find buyers, as they have been through 
the recent ‘unsettlement'. Pension funds, 
of course, provide a growing demand fac- 
tor, mutual funds are continuing to com- 
mit and surveys of Common Trust Funds indi- 
cate that fiduciaries are not by-passing 
the stock market, but rather are looking 
into more "new" situations. The Favorite 
Fifty list is likely to suffer some cas- 
ualties — in volume or number — and it may 
be that a new list, the Horrible Hundred, 
would be in order, including some of the 
outer-Space priced ones. The search is in- 
tensified for new faces to sweeten port- 
folio yields as that yardstick proves more 
reliable than leap-frogging market gains, 
though the combination of capital gains 
lock-in with the continuous stream of new 
money (also seeking "balance"), and level- 
ling of profit rises, can keep yields low 
where there iS any concentration of inter- 
est, even while bond prices show promise 
of nearing normalcy. 


REALTY AS AN ESTATE ASSET is being given 
important consideration by more people of 
means because of the variety of types and 
its peculiar advantages for investment, 
tax-saving and managerial possibilities. 
The estate owner has a wide choice of 
properties; he may wish to create a reser- 


RICHARD POWELL HONORED 


for integrated instruction in the law of 


voir of capital gains through purchase or 
development of woodlands; he may wish to 
participate in the expansion of suburbia 
or in rehabilitation of city areas; or he 
may wish to Share in the increasing values 
of an attractive resort or retirement 
location. He has the choice of buying in 
fee Simple, investing in a syndicate or 
acquiring a leasehold. And as a:leading 
real estate counselor, lawyer and estate 
planner points out, he can gear his hold- 
ings to the degree of management he wishes 
to exercise himself or make possible for 
his heirs who could thus earn a recurring 
management fee. This can range all the way 
from collecting the payments on leasebacks 
to active management of an apartment 
house, office building or a ranch or tree 
farm. There are often tax advantages — 
both to the owner during his life and to 
his successors — and estate planners may 
increasingly be called on to advise on 
Such advantages or drawbacks. 


WILL CONTESTS, SUITS AND SLEIGHT-OF- 
HAND efforts to influence testamentary 
dispositions are apparently becoming a na- 
tional pastime. There have always been a 
few featherless vultures hanging around 
their richer relations, but newSpaper and 

ersonal reports indicate more brazen 
widespread attempts to unduly influence 
the "favored" testator or to charge in- 
compotency. A sick wife is spirited to 
ner itchy-palm son-in-law's home and kept 
incommunicado. A pretty widow is awarded 
the full estate under a new will while 
Still in the shadow of a murder charge. A 
son and daughter sue their mother who 
turned over $400,000 to her newly-married 
ex-convict husband. The possibility of 
getting away with "estate murder" rises as 
peopis live longsr, and as the idea that 
the world owes one a living become more 
prevalent. It weuld be in the public in- 
terest, and brin: great credit on the 
legal and fiduciary profession, if they 
could explore ways of safeguarding the 


deserving heirs and the testator. 


use at the Law School where this maga- 


The current issue of Columbia Law {uture interests, trusts, wills, and taxa- zine (then “Trust Companies”) first be- 
Review is dedicated to Richard R. B, tion.” come Knewe: 06 tise Saengn. agent 
Powell in honor of his retirement from Among the professor’s many achieve- citation. Richard Powell is also respon- 
the faculty after 28 years of service. To ments is his monumental six-volume sible for this writer's association with 
those who studied under him at Colum- treatise on Real Property, coming not the —, for it was his recom- 
i Miak-ssoe Praell tne long been a_ long after 15 years in the role of Re- mendation that led to employment here 
pedagogi legend. The faculty’s resolu- porter for the Restatement of the Law back in August 1936. 
ion memorializing the occasion states of Property. His casebook on “Trusts Publication of the dedicatory issue 
that “More than any man in American and Estates” still reposes in this writer's furnishes an opportunity to add_ this 
egal education he has -been responsible library a quarter of a century after its tribute to Professor Powell. PPL. 
JUNE 196@:) 





oll 








he. * a . - e 


Air view of downtown St. Petersburg. 


Third Southern Trust Conference 








NYONE WHO AVERS THAT BUSINESS 
Ao pleasure cannot be profitably 
mixed obviously did not attend the 
Southern Trust Conference sponsored 
by the American Bankers Association 
Trust Division in St. Petersburg, Flor- 
ida, on May 12th & 13th. The addresses 
dealt, in the main, with very practical 
daily affairs and means of meeting the 
increasing demand for the constantly 
widening variety of fiduciary and in- 
vestment services. Generally, these were 
geared to the moderate size trust de- 
partments or those approaching it, 
rather than the legalistic and other in- 
tricacies of metropolitan millionaires 
estates. 

The meetings were consistently well 
attended in spite of the attractions of 
sun, pool, beach and patios — just oul- 
side the headquarters hotel — which 
contributed so much to the congeniality, 
somewhat in contrast to the more con- 
fusing atmosphere and distractions of 
big-city conventions. Among the more 
than 350 registrants were many wives, 
for whom an enjoyable program was 
provided, including a tour of the fa- 
mous Busch gardens, luncheon and a 
fashion show. 

Too many who failed to attend the 
conference missed the opportunity: the 
opportunity to broaden their mental and 
social horizons as well as their under- 
standing of the professional require- 
ments of their chosen business. There 
are still many one or two officer trust 
departments in this 12 state conference 
region and some had legitimate reasons 
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for staying home on the job, but it 
would seem that more than 114 banks 
(of some 500 departments in the area) 
— in 74 cities — should have been re- 
presented at the conference, newly re- 
vived as is this regional. For, as the 
formal and cloakroom discussions both 
agreed, the continuing education of 
present trust officials and the training 
of tomorrow's is the Number One re- 
sponsibility of any bank holding out 
to the public that it is a qualified trustee. 


Professional Training 


These regional conferences offer a 
fine opportunity for junior officers, or 
trainees especially, not only to hear pre- 
pared talks but to discuss trust affairs 








Leading participants in Southern Trust Con- 
ference confer during the session. (Left to 
right): Charles W. Hamilton, president of 
the Trust Division, American Bankers Asso- 
ciation and senior vice president and trust 
officer, National Bank of Commerce, Hous- 
ton; Dean C. Houk, vice president and trust 
officer, Union Trust Company, St. Peters- 
burg, who was general chairman of the con- 
ference; and Robert G. Howard, deputy 
manager in charge of the Trust Division 


of the A.B.A. 


RATED GROW] 


with others experienced in the particu- 
lar operation. It is stimulating too for 
the younger or future executives to 
trade ideas, observe personalities and 
get a feel of the spirit that motivates 
the leaders in their chosen calling. 

Robert G. Howard, trust division 
deputy manager of the A.B.A. since 
January Ist, presided at the opening 
session, and with Dean C. Houk of the 
Union Trust Company of St. Peters. 
burg, as general chairman, deserves 
much credit for the expedition and 
geniality of the proceedings, as do the 
host banks of the “Golden Triangle” 
Noel Mills, vice president and 
senior trust officer of Deposit Guaranty 
Bank & Trust Co. of Jackson, Miss. — 
where the 1961 convention will be held 
May 3-5 — will be its general chairman, 
and has announced one feature that is 
sure to make a hit: a showing of some 
old “mellerdrammer” on a genuine Miss 
issippi showboat at Vicksburg. 

It was especially appropriate. in view 
of the large number of relatively new 
trust executives attending, that Charles 
W. Hamilton of Houston’s National 
Bank of Commerce, as president of the 
Trust Division, devoted his talk mainly 
to the opportunities for assistance and 
counsel to beneficiaries beyond the let- 
ter of the law or the instrument. This, 


area. 


he observed, was nvi only in keeping 
with the nature of trusteeshi» but 
good business, the more so as so few 


departments have men with ‘ime (te 


develop new business. He also 1 ted that 
the “trust public” is coming ‘» regatd 
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truste. ip as a profession which im- 
plies « servance of the highest cannons 
of eth -s as well as continual attention 
to tra. ng and education. 
Peop 2, Pensions and Personalty 
Furt:er in that vein, Turner Rice of 
Birminsnam Trust National Bank drew 
a very forthright and constructive pic- 
ture of ‘he pressing need for recruitment 
of promising officer material and fol- 
low-through with good pay as well as 
personal assistance and guidance of 


young staff members by the top execu- 
tives and division heads. He reviewed 
the various facilities and procedures 
available to bring suitable material into 
trust departments and to prepare for 
managerial functions and judgments. 
But he warned that while there are 
many satisfactions beyond the mercen- 
ary, competition with industrial and 
professional salary levels must be met 
or the position of banking itself will 
deteriorate. His address is substantially 
reported at p. 530. 

Medium-size trust departments were 
judiciously cautioned by Joseph Gath- 
right, of Kentucky Trust Co. in Louis- 
ville, to be sure they were equipped 
personnel-wise before subjecting them- 
selves to the intracies and technicalities 
of employee benefit trusts. There is room 
for development of good business here, 
in the non-metropolitan centers, with the 
accumulative character of the funds, 
but attrition can be expected from 
mergers by big-city corporations. Of 
equal importance is the fact that these 
contacts lead naturally to personal es- 
tate, trust and investment management 
prospects, as spelled out in his address 
reported in these pages. 

While it would seem that most every- 
thing possible had been said about es- 
tate planning, Joseph A. McClain, Jr., 
attorney of Tampa, came out with high- 
ly pertinent and trouble-saving sugges- 
tions for the administration and plan- 
ning of estates with assets outside the 
estate owner’s domicile. These points are 
designed to avoid expensive or trouble- 
some efforts; in all events he urged that 
the personal representative be given 
adequate powers to deal with such mat- 
ters. (See p. 517) 


What Investment Policy Today? 


While there are now, as always. 
clouds which cast doubt on the picture 
over the balance of this year, good busi- 
hess in the aggregate is the verdict of 
Joseph A. Jennings, vice president, 
State-Planters Bank of Commerce and 
Trusts, R'chmond, Va. It is still uncer- 
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“Of course I love you . . . why else would 
I go to all the trouble of checking your 
financial rating?” 





tain whether we are plateauing out, with 
the third and fourth quarters down from 
the first half or merely sputtering now 
to resume moderate upward progress in 
the last half, with present evidence fa- 
voring the plateauing view, in the 
speaker’s opinion. 


Mr. Jennings discussed the trend of 
stock-bond yield relationships — since 
1920 which obviously is strongly tilted 
in favor of bonds at this time. With the 
exception of a period immediately after 
World War 1, bond yields are now 
around an absolute peak since 1885. 
Consequently, his institution is currently 
placing the bulk of new money in this 
medium and switching some proceeds of 
equities, also. Even so, some common 
stocks are being purchased but with 
caution. Arguments for the thesis that 
common stocks should sell at lower 
yields than fixed-income securities fail 
to refute the fact that the record shows 








that these disparities have always in the 
past been corrected in due course. 

The speaker stressed that the trust in- 
vestment officer should be guided in 
appraisal and selection of stocks by a 
sense of values, rather than price, which 
would seek an overall percentage re- 
turn in combined income and capital 
appreciation over a three to five year 
period superior to that-on bonds, else 
equity commitments serve no purpose. 
Just to buy low-return stocks on the 
vague hope of “growth,” which he holds 
to be a greatly misused term, is a dis- 
service to customers. Furthermore, the 
success of a trust institution must rest 
upon its investment performance over 
a sustained period. The text of Mr. Jen- 
nings’ address appears at page 556. 


“Minimum Requirements” for 
Trust Management 


Citing the fact that about 58% of 
the approximately 3,000 trust depart- 
ments in the country administer less 
than $1 million of personal trust assets, 
J. Anton Conner, Review Section Chief 
of the F.D.I.C., urged adherence to the 
recently promulgated Statement of 
Principles of Trust Department Manage- 
ment (published in T&E, Nov. 59, p. 
1134). This Statement is the eventual 
outgrowth of a series of conferences 
conducted a decade ago by Gilbert T. 
Stephenson, then Director of the Trust 
Research Department of the A.B.A. 
Graduate School of Banking. 


These conferences, held in each of the 
12 Federal Reserve Districts, and _at- 
tended by representatives of the Trust 
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Trustmen and their wives attending Third Southern Trust Conference gather informally 
between sessions on the patio overlooking the Gulf of Mexico. Two conference speakers, 
Turner Rice and A. M. MecNickle at right facing camera. 
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Division and Federal and state super- 
visory authorities, brought out for dis- 
cussion many of the faulty practices 
found by examiners, one of the most 
repeated of which was lack of group 
judgment, according to Mr. Conner. 
Despite the requirement of trust com- 
mittee action, it was found that in many 
cases such a committee existed in name 
only, if at all, and in others it met in- 
frequently, usually ratifying what the 
trust officer had already done. 

Although — the 
brought some improvement, the situa- 
tion still persisted. As a result, the State- 


intervening years 
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Service in 


Washington State 


The Pacific Northwest’s larg- 
est bank makes available to 
you its wealth of experience 
in administering trusts and 
estates in every part of Wash- 
ington State. 


TRUST -DEPARTMENT 


SEATTLE - FIRST 


NATIONAL BANK 





MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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and issued fol- 
lowing discussions between the Trust 
Division’s Committee on Relations with 


Supervisory Authorities and representa- 


ment was formulated 


iives of the government agencies, and 
at the 1959 Mid-Winter Trust Confer- 
ence (see T&E, March 59, p. 261). It 
was approved by the National Associa- 
tion of Supervisors of State Banks and 
distributed by the F.D.1.C. 
state banking departments, and 
y the A.B.A. trust 
around the nation. 
Underscoring the value of the “Min- 
imum Requirements” as a guide with- 


copies were 
to all 
divisions 


by to local 


out undue burden for trust management 
— large and small banks alike — Mr. 


* Conner reported that since January 


: 1959 virtually all of the applications by 
: state nonmember banks for the Corpo- 
: ration’s consent to exercise trust powers 
- have included resolutions of the board 
: of directors or letters from management 
: stating the Statement would be adopted. 


: Common Trust Fund Use 


: The Common Trust Fund has become 
: practically a regular on conference pro- 
: grams; a proof of its mutual value to 
- trustee and beneficiary. Another cham- 
pion of the practice, C. S. Onderdonk 
of Montgomery County Bank & Trust 
Co. of Norristown, Pa., urged all ban‘: 
with more than $5 million in trust foot- 
: ings to analyze their accounts for el’- 
: gibility in a common trust fund, if they 
have not already or recently done so. 
The time taken to do this will be far 
outweighed by the advantages of com- 
posite investment, and such a survey 
will also determine if it is feasible to 
have split funds — one fixed income 
and one equity securities — which is 
definitely the trend today in view of 
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the flexibility in adapting to any ndi- 
vidual account’s needs. 

Where state laws limit common tock 
investment there are two other a: \ an- 


tages: “First, trust now prohibited | rom 


using a balanced fund due to other old. 
ings of common stocks could us: the 
fixed-income fund alone to achiey~ dj. 


versification. Second, trusts could con. 
tinue to hold investments in the co:i:mon 
stock fund even though the market 
value of this fund, due to appreciation, 
exceeded the limit. This would he jn 
contrast to the use of a balanced legal 
fund in which common holdings would 
be restricted.” 

Forms were given to the aud ence, 
similar to those furnished with his ad- 
dress at the 1959 Mid-Continent Trust 
Conference (see T&E, Mar. *59, p. 248) 
and included letter of advice and notice 
of intent to invest accounts in the funds, 
investment card end summary statement 
of principal and income. 


Taxes — and New Business 


Attorneys Leonard W. Cooperman 
and William J. McLeod of St. Peters. 
burg and John Trenam of Tampa con- 
ducted a lively panel discussion on 
taxes which drew active participation 
from the audience and emphasized that 
prime consideration be given to the hu- 
man aspects. The personal objectives far 
outweigh tax arithmetic, they agreed, 
especially as there are inevitably so 
many indeterminates, as in marital de- 
duction provisions. Besides, the client is 
more appreciative of considerations of 
the individual needs than of set formu- 
las or boiler-plate clauses, though stand- 
ard clauses, where appropriate, can save 
trouble and miscarriage. 

(Continued on page 587) 


a. 


Participants in panel on taxes at the Southern Trust Conference, (left to right) : William 

J. McLeod, attorney, St. Petersburg; Henry Toland, vice president and trust officer, The 

Exchange National Bank of Tampa, moderator; John Trenam, attorney, Tampa; and 
Leonard W. Cooperman, attorney, St. Petersburg. 
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Our Officers know 
Illinois real estate 


...take advantage of their experience 


When considering the selection of a fiduciary to handle matters 
involving Illinois real estate, remember that trust officers at 
Chicago Title and Trust Company have an unmatched depth 
of knowledge and experience in real estate. 


These are some of the many services we offer: 


Ancillary Administration e Investment Counsel e Trustee under 
Testamentary and Living Trusts e Title Insurance e Trustee for 
Pension and Profit-Sharing Trusts « Escrow Service « Trustee 
for Land Trusts e Registrar and Transfer Agent for Stock Issues 


Chicago Title and Trust Company 











111 WEST WASHINGTON STREET, CHICAGO 2, ILLINOIS 
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ONOLULU WAS THE SITE MAY 19-23 

for the first national insurance or- 
ganization meeting in our 50th state. 
The Million Dollar Round Table of the 
National Association of Life Under- 
writers drew an attendance of 525 mem- 
bers and guest speakers for its annual 
conclave at the Hawaiian Village Hotel, 
Waikiki Beach. 

Membership in the Round Table 
crossed the 3,000 mark this year for the 
first time, the final figure being 3,042, 
MDRT Chairman Robert S. Albritton, 
CLU, Provident Mutual Life, Los An- 
geles, announced at the opening session. 
The 1960 figure is 13% ahead of last 
year's total of 2,688. 

The largest percentage increase, 41“, 
was in the first-time-qualifier category, 
with 552 as against 391. Qualifying and 
Life, Repeating, members showed a 
17° increase to 1,034. The Life mem- 
ber category comprises 779 members, 
up 18% from 1959’s 658. There was a 
20% drop to 263 in the Qualifying and 
Life, First Time, group. The 414 Quali- 
fying Repeating members were off 4%. 

At the business meeting, the Execu- 
tive Committee slate announced in April 
was unanimously elected to take office 
November 1, the start of the 1961 Round 
Table year. James 


B. Irvine, Jr.. CLU, 


National Life of 
Vermont, Chatta- 
nooga, will ad- 


vance from vice 
chairman to chair- 
man, Mr. Albrit- 
ton continuing on 
the Executive Com- 
mittee as Immediate Past Chairman. 
Lester A. Rosen, CLU, Union Central 
Life. Memphis, will become vice chair- 
man. Daniel H. Coakley, New York 
Life, Boston. will continue on the Ex- 
ecutive Committee. Alfred J. Lewallen, 
CLU, Mutual Benefit Life, Miami, will 
be the new member of the committee. 
Education of the public and the life 
underwriter is “truly the key to the fu- 
ture of life insurance,” said Dr. S. S. 
Huebner, president emeritus of Amer- 
ican College of Life Underwriters and 
emeritus professor of insurance of the 
Wharton School of Finance and Com- 
merce, University of Pennsylvania, in 
the keynote address of the meeting. 
“Such education will change public 
thinking away from the thought of de- 
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pendence upon a hedging formula to 
meet inflation,” he said. Dr. Huebner 
had the following comments to make 
on the argument advanced in recent 
years “that it is much more profitable 
to rely solely upon pure term insurance, 
with its small absolute cost, and invest 
the difference (much the larger part of 
the premium paid for high premium life 
insurance) in well selected common 
stocks or other speculative securities.” 

“This view differs radically from the 
true function of life insurance. Life in- 
surance is intended to be nonspeculative. 
It is based upon definite promises. Its 
investment return to the policyholder 
has been unusually steady over the 
years and fully equal to the return ob- 
tainable from gilt-edged promissory se- 
curities. For spread of risk, managerial 
convenience, ready marketability, suit- 
ability for quick borrowing, non-fluctu- 
ation in value, favorable tax treatment, 
convenience of installment plan of pur- 
chase, and all of the other advantages 
and conveniences afforded to the indi- 
vidual depositor by an institutional in- 
vestment plan, the combined life insur- 
ance portfolio of the nation is unexcelled 
by any other investment plan. When 
speculative, as in the event of the early 
death of the insured (face of the matur- 
ing policy compared with premiums paid 
to the date of death), the speculation is 
always favorable to the insured and 
never against him as is so often the 
case with the stock market and other 
groups of so-called speculative invest- 
ments. 

“Man needs to be protected against 
his innate speculative weaknesses, and 
life insurance which covers all four 
types of ‘economic death’ (premature 
death, total and permanent disability, 
temporary total disability, and compul- 
sory retirement) does that by giving him 
peace of mind for greater power of ini- 
tiative, by stimulating and systematiz- 
ing thrift along the nonspeculative ways 
of consistent labor and the wonders of 
compound interest applied to thrift. A 
common stock certificate is a receipt 
which certifies participation of the 
owner in risk, without any definite 
promises whatever, except the right to 
vote, and generally that right also is 
speculative as to its value. 

“Again it is argued that common 
stock serves as a protector against infla- 
tion. But let us subdue our spontaneous 
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enthusiasm for a proposed cure 0 the 
economic cancer of inflation. Do -:ock 
price or income levels and the ge: eral 
cost of living level move up and 

together? Often they have not mov 
sympathetically. Is not the stock m 
subject to harassing labor union a 
that curtails corporate earnings and to 
highly inflated operational costs tending 
to reduce earnings? Are not the great 
majority of family heads ill-equipped by 
education or temperament for selecting 
stocks with wisdom in major “bull” and 
“bear” stock market movements? Sup- 
pose there is universal adoption of the 
assumed formula relating to stock mar- 
ket and living cost levels, with every- 
body buying and selling at about the 
same time, would not the whole theory 
defeat itself? Why go into the specula- 
tive arena, which does not mix any 
better with the life insurance portfolio 
arena than do oil and water? Why not 
stick to the tried and true?” 

Along the same theme, a vigorous 
plea for a return to greater sales em- 
phasis on permanent forms of life in- 
surance was made by William S. Hend- 
ley, Jr., agent of Mutual Life of New 
York, Columbia, S. C. and president of 
the NALU. 

“There is a definite place for term. 
But when term and group become 45% 
of total life insurance in force, we must 
question whether it is being properly 
used. Our job as career life under- 
writers is not just to protect our clients 
with large amounts of low-cost insur- 
ance. Family security based on this type 
of coverage appears very attractive at 
the early ages — but its weaknesses be- 
come apparent later in life. Then it may 
be too late! Ours is a business of sell- 
ing living insurance! We sell not only 
to protect against economic disaster 
caused by untimely death but against 
the economic hardships of living too 
long with insufficient funds.” 

“During the very period when the 
emphasis of our approach seems to 
have changed toward protection only, 
other investments have been offered and 
sold in terms of savings and investment 
— the very terms we’ve relegated to 
secondary importance to the definite dis- 
advantage of our policyholders. It is 
time for us to return to the traditional 
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concepts of life insurance. The savings 

and investment factor must ag”in be- 
(Continued on page 595) 
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Pi ming for Administration of 


JOSEPH A. McCLAIN, Jr. 


Mabry, Reaves, Carlton, Fields & Ward, Tampa, Florida 


/ HAT STEPS SHOULD A PERSONAL 
\ representative of a deceased Flor- 
ida resident take towards attempting to 
collect and take possession of personal 
property whose physical location is in 
another jurisdiction? This question was 
posed to me particularly because of the 
express language of Florida Statute 
733.01, which charges the personal rep- 
resentative to “take possession of per- 
sonal property wheresoever situate of a 
person who hereafter dies a resident of 
ae *” Apparently, some 
people feel that such language imposes 
a peculiar and additional duty on the 
personal representative to go out and 
attempt to take possession of such assets 
located in another state. 


Personally, I do not believe that it 
adds anything to the normal duty that 
personal representatives have in any 
state with respect to attempting to col- 
lect such assets. Clearly, it cannot be 
reasonably inferred that the Florida 
legislature sought to compel the personal 
representative to journey into a foreign 
jurisdiction and attempt to take posses- 
sion of assets therein solely under his 
Florida appointment and powers as per- 
sonal representative. To suggest this is 
to say that the legislature attempted to 
do the impossible, because under well 
recognized principles of conflicts of law, 
any state in which either realty or per- 
sonal property is physically located has 
jurisdiction to entertain ancillary ad- 
ministration on such assets, regardless 
of the domicile of the deceased. More- 
over, a personal representative armed 
only with his Florida appointment and 
powers would normally have no legal 
standing in another jurisdiction to take 
possession of assets, except by special 
statute in such jurisdiction. 

Judge Frank B. Dowling, of the Dade 
County Court, Florida, expressed this 
point of view very clearly at the meeting 
of the American Bar Association in 
Miami |:st August: 





From address before Third Southern Trust Con- 


ference, ‘ust Division, A.B.A., St. Petersburg, 
Fla., May 13, 1960. 
June 1650 





“Our Florida law requires the Flor- 
ida personal representative to go into 
the foreign state and inventory and 
take into his possession the movables 
in the foreign estate. I know full well 
that my court does not have any juris- 
diction over those movables in an- 
other state, and I certainly would 
make no effort to require any personal 
representative in my court to do other 
than demand or request the transfer 
to him, as executor or administrator, 
of those movables in another state. 
Certainly, it would be a_ wasteful 
squandering of the estate’s money to 
send him up there for that purpose, 
and I would not be a party to it, 
and I do not think any other probate 
judge in Florida would be a party 
to 3b.”"* 


If this interpretation of F.S. 733.01 
is sound, as I believe it is, a personal 
representative in Florida had no addi- 
tional duties imposed by the passage of 
the above described statute in 1955. 
Nevertheless, he still has, as do personal 
representatives elsewhere, the general 
duty as domiciliary representative to 
use all reasonable means to attempt to 
collect all assets, wherever located, for 
administration and eventual distribu- 
tion. It is difficult to see how this statute 
which merely confirms what a domicili- 
ary representative would normally un- 
dertake to do could constitute a basis 
for retaliatory legislation in other states. 


Unfortunate Pattern of Law 

From a common-sense and economical 
standpoint, the domiciliary representa- 
tive should be able to collect all assets 
without the necessity of ancillary ad- 
ministration, and:to carry out the ad- 
ministration as a single unit. Unfortu- 
nately, however, this has not been the 
pattern or course of the law in the 
United States. 


Under the traditional view, the pow- 
ers of a personal representative are re- 
stricted to the state of his appointment, 
and a domiciliary representative gener- 
ally has no power as such to sue in 
another state for assets, with some stat- 


*See TRUSTS AND ESTATES, Oct. ’59, p. 947; (Flor- 
ida Bar Journal, Feb. ’60, p. 82.) 


utory exceptions such as in Florida, or 
to handle assets in another state with- 
out ancillary administration. The usual 
explanation for ancillary administration 
is that it is desirable and necessary to 
have it in order to protect local credi- 
tors although of course if the domicili- 
ary representative collected all assets 
and administered the estate properly, he 
would satisfy all legitimate claims of 
creditors, local or foreign. 

It has been urged that speed and econ- 
omy would be achieved by having the 
estates of deceased persons administered 
under a single or unitary administra- 
tion in the domicile of the deceased. The 
unitary concept of estate administration 
is the basic philosophy of the Uniform 
Ancillary Administration Estates Act, 
which, however, has been adopted only 
in Wisconsin. The same basic philosophy 
lies at the base of the Uniform Powers 
of Foreign Representative Act and the 
Uniform Probate of Foreign Wills Act. 
(See 9 Uniform Law Acts Supp. 1953, 
page 19.) 

These Uniform Acts, unfortunately, 
have not met with general acceptance. 
Today, a domiciliary personal repre- 
sentative must usually face the necessity 
of ancillary administration in any other 
stale in which realty or personalty of 
the deceased is actually located. Where 
land is involved, the desirability of an- 
cillary administration is more readily 
apparent. So far as personal property 
assets are concerned, however, there are 
many cases in which ancillary admini- 
stration with respect to such 
should not be necessary. Generaily 
speaking, however, a creditor or other 
claimant in the foreign jurisdiction may 
compel ancillary administration by ap- 
plication to the proper court in such 
foreign state. 


assets 


Facilitating Collection 
Some states do have statutes where- 
under debtors may make payment to a 
foreign representative, or persons hav- 
ing possession of personal properiy 
may turn such property over to foreign 
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representatives, if no written demand 
has been made upon such debtor or 
person within a specified period of time 
from the date of the appointment of the 
foreign representative. In this respect, 
Florida’s statute (F.S. 734.30) can be 
said to be fairly liberal in view of the 
fact that if no local claimant demands 
ancillary administration, a foreign per- 
sonal representative may collect debis 
or personal property in Florida by wail- 
ing three months from the time of his 
appointment to ascertain whether any 
ancillary administration is being sought 
in Florida. Moreover, Florida permits a 
foreign personal representative to bring 
suit in Florida upon producing authenti- 
cated copies of probate or letters of ad- 
ministration from another state. (F.S. 
734.30(1).) 

From the practical standpoint, dom- 
iciliary representatives in Florida faced 
with the problem of collecting 
property located elsewhere should thor- 
oughly investigate the statutes and pro- 
cedures available in any foreign juris- 
diction in which such assets are located 
to ascertain whether some similar proce- 
dure exists whereby debts or personal 
property may be collected without the 
necessity of ancillary administration. 

On the other hand, if no such proce- 
dure is available in a foreign jurisdic- 


ersonal 


tion, no debtor in such jurisdiction or 
person in charge of personal property 
could safely, in most instances, remit 
to the foreign representative without the 
possibility of being held liable a sec- 
ond time for whatever he owed the 
estate. In these circumstances, the dom- 
iciliary representative will be faced with 
the necessity of seeking ancillary ad- 
ministration in such 
foreign assets. This is costly, time-con- 
suming, and inefficient. The only long 
range, comprehensive solution of this 
problem would be the general adoption 
of uniform laws, to which reference has 
already been made, and which would 


order to collect 


call for a single administration in the 
domiciliary estate of all the assets of 
the deceased, wherever located. 

Short of general adoption of uniform 
acts, much could be gained if other 
states would adopt Florida’s procedure 
under the two statutes last referred to. 

It may sound strange but the truth is 
that Florida is not as provincial in this 
respect as most other states. Florida has 
earned a worse reputation than it de- 
serves in the field of estate administra- 
tion because of its obviously unenforce- 
able statute which purports to fix extra- 
territorial criminal liability on one who 
seeks probate in another state of a will 
of a Florida resident prior to such pro- 
bate in Florida. I do not believe any 
effort has even been made to enforce 
this statute, and its repeal would prob- 
ably clear the atmosphere of fear and 
suspicion concerning Florida’s attitude 
in the field of estate administration. 


Advance Estate Planning 


The problem we have examined is one 
in which the personal representative 
finds himself very much in the same 
position as attempting to lock the barn 
after the horse is stolen. A much better 
solution would be to lock the barn ahead 
of time, which means that wherever 
possible, estate planning should proceed 
with a definite eye on the desirability of 
assembling all personal property assets 
within the state in which the testator is 
domiciled or at least making their col- 
lection as easy as possible. In estate 
planning, a constant eye is kept on 
economy and on the avoidance of taxes 
and other costs; surely there is no rea- 
son why the expensive and cumbersome 
method of collecting personal property 
assets after death of the testator should 
not be thoroughly explored. Responsible 
estate planning must include planning 
for the administration of the estate.* 

When it is not practical or feasible 
so to arrange the assets before death 
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of the testator, consideration mus be 
given to anticipate problems that ay 
possibly arise in the administration ind 
to equip the personal represent. ive 
with all powers that will make his ask 
of collecting the assets and admin. ter. 
ing the estate as expeditious and °co. 
nomical as possible. 

To begin with, in the case of im) ioy- 
ables or realty, the will must be pr.ved 
in each situs as an original probate. <ave 
where there are exceptions resting upon 
statutory law of the situs. Of course. the 
same problem may be met at least with 
respect to ancillary administration, as 
has been hereinbefore discussed with 
respect to chattels. Difficulty may be en- 
countered with respect to intangibles or 
security interests, although negotiable 
instruments normally are subject to an- 
cillary administration where the paper 
is located. Formerly, most cases prior 
to the Uniform Stock Transfer Act re- 
quired administration of corporate 
stocks at the place of incorporation. 
Since adoption of the Uniform Stock 
Transfer Act, however, it would seem 
that the states should take the same posi- 
tion with respect to corporate stocks as 
they do with respect to negotiable paper 
and permit ancillary administration, if 
needed at all, at the place of situs. Be- 
cause of uncertainties with respect to 
holdings regarding stock, securities, and 
negotiable paper, every effort should be 
made to have these evidences of prop- 
erty placed in the domiciliary jurisdic- 
tion during the life of the testator. 

Since foreign creditors may normally 
force ancillary administration, it is ex- 
tremely helpful if they can be persuaded 
to file their claims at the domicile and 
to forego ancillary administration. 
While the will cannot control such cred- 
itors, the planner should at least make 
certain that the will does not limit the 
executor in his negotiating activities. 
but rather gives him extensive powers 
to negotiate out-of-state settlements with- 
out restriction. 

While distribution of immovables oc- 
curs at the situs, ordinary distribution 
of ancillary movables will be controlled 
by the law of the domicile and is usu- 
ally made by the domiciliary court after 
transmission to it for that purpose. Only 
occasionally, because of strong local 
public policy, will the ancillary jurisdic: 


(Continued on page 587 ) 








*See Casner, Estate Planning, Cases, Statutes, 
Texts and Other Materials, p. 5 (1953); Sevles, Con- 


flict of Laws in Estate Planning, 9 U. of Fla. L. 
Rev. 398 (1956); and “Choosing Foreign Forum for 
Probate and Administration,” Norman »tallings, 
TRUSTS AND ESTATES, Oct. ’60, p. 940; Florida Bar 


Journal, Feb. ’60, p. 67. 
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Reflections on Trust Services Beyond Call of Duty 
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President, Trust Division, American Bankers Association; 
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66 UTY,” SAID THE GREAT GENERAL 

D Robert E. Lee, “is the noblest 
word in the English Language.” The 
best delineation I know of the duties of 
trustees is found in Volume 2 (2nd edi- 
tion) of that notable work “Scott on 
Trusts” (2d ed. Vol. 2, p. 1192). It 
should be in every trust officer’s library. 

However, much more may be involved 
in rendering the many and various trust 
services than scrupulous adherence to 
the 17 duties discussed by Professor 
Scott. While trust assets are property, 
the administration of those assets is for 
living and yet unborn beneficiaries. 
Even where the beneficiary is an institu- 
tion, the ultimate recipients of the trust 
services are living persons. 

While an executor has no legal status 
until his will has been admitted to pro- 
bate and he has qualified, many a trust 
officer is called upon to make the funeral 
arrangements, purchase the burial plot, 
select the casket, and otherwise be gen- 
erally useful to the family before quali- 
fying. In fact, the sincerity, tactfulness, 
and helpful availability of the trustman 
at such a time sets the stage for good 
relations with the widow and family. 

It is strange how many families want 
the will read — and the safe deposit box 
looked into — before the funeral. | usu- 
ally try to dissuade them, but in a re- 
cent instance I know they were not 
to be put off — the decedent was quite 
wealthy. At the appointed time, the trust 
officer appeared at the residence and 
read the will clearly and calmly. Every 


person in the room — and there were a 
lot of them — was mentioned in the 
will be name, except the trust officer. 


There were generous cash bequests and 
life annuities, but the residuary bene- 
ficiary was a favorite charity of the 
decedent and her husband. While the 
trust officer and the decedent’s lawyer 
knew what was intended, the relatives 
apparently did not and the disappoint- 
ment was both visible and audible. 
From address before Third Southern Trust Con- 


ference, Trust Division, A.B.A., St. Petersburg, 
Fla., May 13, 1960. 
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For the next several weeks, the trust 
officer spent a lot of time with some of 
the disgruntled heirs; but in all of his 
dealings with them he was so patient, so 
sincere, that harmony ultimately pre- 
vailed. The trust under the will for the 
charitable institution was never chal- 
lenged, and the bank will administer a 
large portfolio of assets in perpetuity. 
Had it not been for the ability and atti- 
tude of the trust officer, I am positive 
the will would have been contested. 

Not just any man can be a good trust 
officer. The business man or banker who 
engages in trust business soon learns 
that in many ways the trust business 
has distinct professional overtones; and 
the successful trustman develops a dis- 
tinctly professional approach to his 
daily tasks. In managing other people’s 
property and in dealing with his bene- 
ficiaries, the ethical obligations of the 
trustman are every bit as real as those 
of lawyers, doctors, ministers, and edu- 
cators. Those obligations have their 
basis in the cardinal principle of loyalty 
to the best interest of his beneficiary. 

Because of the very nature of our 
business, the public generally is coming 
to regard us as professional men. | 
don’t think there is any concerted effort 
on the part of trustmen to achieve pro- 
fessional status, except possibly in our 
establishment and support of high stan- 
dards of trust education. We are busi- 
ness men, we advertise our services, and 
we solicit appointments. But as the pub- 
lic considers us professionals, let us so 
conduct our business. 

Trust officers have all sorts of oppor- 
tunities to serve beyond the call of duty. 
I am godfather to quite a few children 
whose parents are trust beneficiaries. I 
have walked down the aisle with more 
than one of our beneficiaries at the time 
of her wedding. I try to attend high- 
school and college graduation exercises 
of our wards and trust beneficiaries. I 
try to be available to consult with my 
beneficiaries whenever they wish to call 
me, at home as well as during office 
hours. Most of our income beneficiaries 


have deposit accounts with the bank. 
and some make mistakes in addition or 
subtraction and write checks without 
sufficient funds. I see that these are 
paid, call the matter to their attention 
and help find their mistakes and mend 
their ways — unless, of course, they try 
to take advantage of me and do it too 
often. 

Early in my career the beneficiary of 
a substantial trust was involved in an 
automobile accident out West and was 
charged with reckless driving. The call 
came through to my home about 10 
o'clock that if she couldn’t post $4,500 
cash bond, she would have to spend the 
night in jail. I drove to the bank, opened 
my desk, found she had several times 
that amount of undistributed income, 
made out a trust check, and took it to 
the all-night office of Western Union for 
rush transmittal. She is still a trust cus- 
tomer of my bank. 

A number of years ago, we were ap- 
pointed successor guardian of the es- 
tate of a 16-year-old boy upon the death 
of his uncle, who had been a good 
friend and customer. We had hardly got 
the account set up on our books before 
the boy came in and said we would have 
to increase his allowance, and that he 
needed $15 to buy his girl friend a cor- 
sage for the school prom. I advanced 
him $3 and told him he ought to find 
something nice for half of that. (Prices 
were lower then.) It developed he had 
most extravagant tastes. I told him we 
would continue his allowance only if he 
kept an itemized account of his expendi- 
tures. Before we got very well acquaint- 
ed, he and two of his teen-age cronies 
were taken into custody for shooting 
up rural mailboxes along county roads. 
Because he was a minor, he was let off 
with a stern reprimand, but I saw that 
we had work to do. I took him to my 
home for dinner on several occasions, 
and to ball games and other events in 
which he seemed interested. I put him 
on a small allowance and told him ! 


would increase it by the honor :\stem: 
make good grades in school an: good 
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; on his outside activities, attend 


rep¢ 

val . regularly, take part in Y.M.C.A. 
athletics. etc. Fortunately. we had good 
mate: ial to work with and he was grad- 
uated in the upper third of his high 
schovi class. I discussed college with 
him. and he selected a good university 


some distance from Houston. We ap- 
proves. 

When his guardianship was termina- 
ted. he knew everyone in the trust de- 
partment so well that he created a liv- 
ing trust with his assets and is a loyal 
customer and friend. He has finished 
a tour of duty in the Air Force with 
the rank of first lieutenant and is pres- 
ently trying to decide whether to make 
a career in the Air Force or to practice 
law. He is a fine young man, and we're 
all proud of him. 

It is said that the women of the coun- 
try control anywhere from 60 to 80 
per cent of the nation’s wealth, and of 
course a goodly majority of trust cus- 
tomers and beneficiaries are women. All 
of them are a pleasure to work with. 
for they are the best mentors of applied 
psychology we could have. From my 
experience I believe the average widow 
is emotionally unable to make a decision 
during the first year following her hus- 
band’s death. This puts the trust officer 


in a position where he must be a good 
listener and an interested and sympa- 
thetic counsellor. He must be both a 
father confessor and a crying towel. 

How often are you asked to arrange 
hotel or travel reservations for your cus- 
tomers? Or theater tickets? Twice in 
the same week I secured tickets for a 
popular New York musical for custom- 
ers. They were perfectly willing to pay 
the going rate for the tickets but not 
the cost of the long distance telephone 
call. 

It is easy for me to get provoked with 
customers who complain about our 
charges. particularly those who try to 
bargain at the time the account is set 
up. Whatever the rate, the customer of 
a modern, well run trust department 
gets a mighty good deal, considering the 
quality of professional investment man- 
agement and the myriad of services be- 
yond the call of duty that are a com- 
monplace. In fact, a prominent Houston 
trust and tax lawyer said to me quite 
recently that he thought trust services 
were too cheap and asked me when we 
were going to stop charging promo- 
tional rates. 

Much also is expected from the trust- 
man in the way of community service. 
He is generally peculiarly fitted to as- 
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sume leadership and throughout the 
country, trustmen will be found as lead- 
ers in United Fund, Community Chest, 
Red Cross, and all sorts of other com- 
munity service. 


One other attribute of the good trust- 
man is worihy of mention: he is a sales- 
man. The trust officer is really on duty 
around the clock, selling trust services, 
selling his bank, selling himself. If a 
trust officer worthy of his salt should 
get even reasonably caught up, he should 
get out of his chair and go sell trust 
services to a new customer. 


A A A 


VIRGINIA TRUST SCHOOL TO BE 
HELD IN AUGUST 


The Virginia Trust School will continue 
its two and one-half day format this 
year, in cooperation with the Law School 
of the University of Virginia, meeting 
in Charlottesville, August 21-24. The 
1960 School is taking full cognizance of 
the critiques received from trust men 
who attended last year. It offers trust 
training of unique value to those who are 
already in the trust business in Virginia 
or plan to enter it. 

Chairman of the Trust School this year 
is Irving Groves, Jr., vice president and 
trust officer, Piedmont Trust Bank, Mar- 
tinsville. 
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WILL PAY CASH 
FOR YOUR GOLD COINS 





we will pay the following prices... 


$20 GOLD $36.50 each 
$10 GOLD $18.00 each 
$ 5 GOLD $10.00 each 
$ 3 GOLD $65.00 each 
$ 2.50 GOLD $10.00 each 
$ 1 GOLD $12.50 each 


We are also seeking the following: 


$50 GOLD $ 650.00 each 
$ 4 GOLD _ $1500.00 each 


PROMPT REMITTANCE GUARANTEED 


no mounted or mutilated coins 
send coins direct to. 





123 West BTth Street, New York 18, N. Y. 
JUdson 2-2580 
One of America’s Oldest and Largest 
Coin Dealers 


Coin Appraisals for Banks, Estates, 





Insurance Companies 
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The growing complexity of estate ad- 
ministration and investment management 
has made the services of our experienced 
Trust Officers increasingly important. 
Many people have us manage their prop- 
crties during their lifetime in order to b2 
relieved of burdensome details. 

An increasing number of lawyers are 
drawing Wills for their clients naming 
The Fulton Naitonal as Executor and 
Trustee. We are serving the third genera- 
tion of several family groups. 

Let us serve your customers’ fiduciary 
needs in the Atlanta area. 


Fulton 


National 
Bank 


ATLANTA, GEORGIA 
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PooLEep PENsION Funps ApproAcH $500 MILLION 


SSETS OF EMPLOYEE BENEFIT PLANS 
ao participate in 115 pooled in- 
vestment funds operated by 64 banks 
and trust companies in the United States 
now total close to half a billion dollars. 

Figures taken from 1959 annual re- 
ports — and, in a few cases, more re- 
cent monthly valuations — of these 
funds as reported to TRUsTs AND Es- 
TATES total in excess of $436 million. 
Of this amount $239 million is invested 

fixed income investments and $197 
million in equities. 

An indication of the volume and di- 
rection of growth in these funds ap- 
pears in a comparison of the totals for 
the 40 funds that submitted figures for 
1958 and 1959. In that twelve month 
period the fixed income portion of these 
funds increased from $120.6 million to 
$175 million and the common stock seg- 
ment rose from $75.3 million to $136.6 
million, a total growth of $115.7 million. 


Commingled investment funds for 
employee retirement and welfare plans 
are now administered by 75 trust insti- 
tutions throughout the country, with 
more slated to go into operation during 
the current year. Roughly three quarters 
of the dollar volume is found in the 


institutions which operate separate 
equity and fixed income divisions of 
their fund, permitting each participa- 


ting plan to determine its own propor- 
tion. That proportion can be changed 
from time to time according to the pro- 
visions of the individual agreement, but 
only at fixed intervals. 

Some corporations prefer to deter- 
mine themselves the proportion of equi- 
ties and fixed income investments to be 
used for their plans, and instruct the 
bank regarding their decision. Other 
corporations, however, prefer to have 
the bank make this kind of investment 
decision. Evidence of this appears in the 
success of the balanced funds, which 
hold more than $70 million of employee 
benefit plan money. Even where the 
bank operates both equity and fixed in- 
come pooled funds, however, a corpora- 
tion may request that its contributions 
be divided according to the judgment of 
the trust department rather than on the 
basis of a decision by the participating 
company. 

The great majority of pooled funds 
are open to pension, profit-sharing and 
perhaps other forms of employee bene- 
fit plans, but some are restricted to one 
form of retirement program, or to one 


type of employer, such as correspor dent 
banks. As of the various 1959 i:scal 
year-end dates approximately $31 mil. 
lion was in balanced funds for pensions 
only, $17 million in balanced funds for 
profit sharing only, $2.3 million in dual 
funds for profit sharing only, $45 mil- 
lion in balanced funds for bank retire. 
ment accounts only; $23 million in bal. 
anced funds for employee benefit plans 





COMMON STOCKS MOST FREQUENTLY 
HELD IN 74 POOLED RETIREMENT 


FUNDS 

Vo. Fds. 

Holding 
Standard Oil—N. J. : oe 63 
General Bilectrie —.__.._____.. 58 
General Motors ___. 52 
du Pont sasha 8 | Christiana) 50 
Texaco __. eee Ci Se 
Union Carbide os : Cen ead 47 
Int. Bus. Machines _.....--- 43 
U.S. Steed y eee EE 
Amer. Tel. & Tel. ee 40 
Socony Mobil Oil : 35 
Amer. Cyanamid - AR 34 
Dow Chemical _. 32 
Sears Roebuck ___ 32 
International Paper _.-_- 31 
First Nat. City Bank, N. Y. _. 29 
Nat. Dairy Products 29 
Westinghouse Elec. 29 
Alum: ©o.. of Amer... 2 
Nat. Lead —__ : = 26 
J. C. Penney _ 26 
Eastman Kodak . : 25 
Gen. Foods - 25 
Phillips Petroleum 24 
Standard Oil—Cal. 23 
Amer. Can ae 22 
Armeo Steel — is 22 
Gulf O01 sie IS 22 
Middle South Utilities Caer: 22 
Bethlehem Steel EE en mene AR ak 3 21 
Caterpillar Tractor See 21 
Commonwealth Edison - — 21 
Continental Ins. vee 21 
Ford Motor nse bes 21 
Goodyear Tire & Rubber 21 
Merck ___.. 21 
Minnesota Mining & Mfg. 21 
Standard Oil—Ind. enti _ 21 
United Gas - : 21 
B. F. Goodrich 20 
Minn. eo ene 20 
Shell Oil - ; : ' 20 
USS. Gypsum we pera 20 
Ins. Co. of No. Amer. aren 19 
Kennecott Copper - 19 
Nat. Cash Register ___ 19 
Owens-Illinois Glass 19 
Virginia Elec. & Pwr. 19 
Amer, Elec. Pwr. -_. a 18 
Johns-Manville 18 
So. California Edison _ 18 
Continental Can 17 
Continental Oi) 17 
Consumers Pwr. oe 17 
Pacific Gas & Elec... 16 
Parke, Davis ——___. 16 
Allied Chemical —.... 15 
Corn Products Parma coed. 15 
Firstamerica eae eee 15 
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than one type, and the remain- 
some $315 million — in dual 


ir employee benefit plans. 


most of the reporting banks did 


icate any provision for the pooled 


purchase annuities or other in- 
contracts, three are of the Split 
type, with a definite and con- 


tinuing division of contributions with 
an insurance company, and at least 
three others do purchase annuities upon 
a participant’s retirement. The split 
funding plans are so indicated on the 
appended list of funds currently in 
operation. The table (p. 522) shows nine 


stocks were held by at least half the funds. 


e The Profit-Sharing Plan approved at 
the 1960 annual stockholders meeting of 
Boston Safe Deposit & Trust Co., and 
effective for this and subsequent years, is 
a split plan. Eligible members of the 
staff will receive one half of the amount 
due them in cash. The other half will be 
deferred and placed in a trust to be paid 
over, under options, at retirement. 





BANKS WITH POOLED FUNDS FOR EMPLOYEE BENEFIT PLANS 


CALIFORNIA 


Citizens Nat. Bk., Los Angeles 
Title Ins. & Tr. Co., en ee ee 
Tr. & Sav. Bk., San Diego —§____.. 
Bank of America, San Francisco 
Wells Fargo Bk. Amer. Tr. Co., San Francisco .... 


First Nat. 


Los Angeles __..... 


COLORADO 


Colorado Nat. Bk., Denver __ 


First Nat. Bk., Denver __. 
CONNECTICUT 


Connecticut Bk. & Tr. Co., 


Hartford Nat. Bk. & Tr. Co. __. 
DELAWARE 


Bk. of Delaware, Wilmington _. 


Wilmington Tr. Co. 
DISTRICT OF COLUMBIA. 


Union Tr. 
FLORIDA 


Co., Washington 


First Nat. Bk., Miami _______. 


First Nat. Bk., St. Petersburg! . 


Exchange Nat. Bk., Tampa —. 


CEORGIA 
Citizens & Southern Nat. Bk., Atlanta? _ 
ILLINOIS 

American Nat. Bk. & Tr. Co., 
City Nat. Bk. & Tr. Co., 
Continental [ll]. Nat. Bk. & Tr. Co., 
LaSalle Nat. 
INDIANA 
Irwin Union Bk. & Tr. Co., 
Amer. Fletcher Nat. Bk. & Tr. Co., Indianapolis. 
Indiana National Bk., Indianapolis 
Merchants Nat. Bk. & Tr. Co., 


Chicago? 


Bk., Chicago __.... 


Columbus 


KENTUCKY 


Kentucky Tr. Co., 


Louisville - 


LOUISIANA 


Nat. Amer. Bk., New Orleans? 


MAINE 


Canal Nat. Bk., Portland - 
MASSACHUSETTS 
Nat. Shawmut Bk., Boston 


Old Colony Tr. Co. 
Old Colony Tr. Co., 
Old Colony Tr. Co., 
State Street Bk. & Tr. Co., 
State Street Bk. & Tr. Co., 
Worcester County Tr. Co., 


, Boston? ___ 
Boston! _____ 


Worcester _ 


MICHIGAN 


Detroit Bk. & Tr. Co. 


Manufacturers Nat. Bk. & Tr. Ce, 
City Bk. & Tr. Co. 


, Jackson 


MINNESOTA 

First Nat. Bk.. Minneapolis 
Northwestern Nat. Bk.. Minneapolis 
MISSISSIPPI 


Deposit Guar inty Bk. & Tr. Co., Jackson ___. 


Deposit Guar inty Bk. & Tr. Co., Jackson! 


Nips 


srg 


>—common stocks; 


'Profit-sharing plans only. 
‘Split-funding 


June 1960 





Hartford _.______ 


2 TE ee eee ees 


Indianapolis? ___ 


ee 
Boston® 
Boston? 


‘Detroit eee. 


FI—fixed income; Bal—balanced. 


Investment Year 


Investment Year 
Type* Started Bank Type* Started 
MISSOURI 
CS & FI 1959 City Nat. Bk. & Tr. Co., Kansas City - CS & FI 1955 
CS & FI 1957 Mercantile Tr. Co., St. Louis CS & FI 1957 
CS & FI 1959 NEBRASKA 
CS & FI 1956 Omaha Nat. Bk. . cs 1958 
CS & FI 1959 NEW JERSEY 
Fidelity Union Trust Co., Newark CS & FI 1960 
CS & FI 1958 NEW YORK 
CS & FI 1958 Manufacturers & Traders Tr. Co., Buffalo CS & FI 1957 
" Marine Tr. Co. of West. N. Y., Buffalo Bal 1957 
CS & FI 1959 Bankers Tr. Co., New York CS & FI 1956 
CS&FI 1957 Chase Manhattan Bk., New York! . CS & FI 1957 
Chase Manhattan Bk., New York¢ - CS & FI 1957 
CS & FI 1959 Chemical Bk. New York Te.. Go. New ‘York CS & FI 1958 
CS & FI 1958 First Nat. City Tr. Co., New York Bal 1957 
Hanover Bank, New York = CS & FI 1958 
CS & FI 1958 Manufacturers Tr. Co., New York . CS & FI 1955 
Manufacturers Tr. Co., New York3 ee Bal 1954 
cs & FI 1959 Marine Midland 7f. Co., New York5 ond CS & FI 1957 
Bal 1956 Morgan Guaranty Tr. Co., New York _ CS & FI 1956 
Bal 1960 Lincoln Rochester Tr. Co., Rochester CS & FI 1957 
Nat. Bk. of Westchester, White Plains - CS & FI 1959 
Bal 1955 NORTH CAROLINA 
Wachovia Bk. & Tr. Co., Winston-Salem _..._ SS Bal 1956 
cs 1958 NORTH DAKOTA 
CS & FI 1958 Merchants Nat. Bk. & Tr. Co., Fargo __ Bal 1958 
CS & FI 1956 OHIO 
CS & FI 1957 Central Tr. Co., Cincinnati CS & FI 1956 
- First Nat. Bk., Cincinnati CS & FI 1957 
CS&FI 1958 Central Nat. Bk., Cleveland Bal 1956 
CS & FI 1957 Nat. City Bk., Cleveland saute abadiacns CS & FI 1957 
Bal 1956 Union Commerce Bk., Cleveland — ss Baal 1955 
CS 1956 Union Commerce Bk., Cleveland CS & FI 1959 
Ohio Nat. Bk., Columbus Bal 1958 
CS & FI 1958 Nat. Bk. of Toledo _ CS & FI 1957 
ss OREGON 
cS 1959 First Nat. Bk. of Portland - CS & FI 1958 
- : PENNSYLVANIA 
car sane Central-Penn Nat. Bk., Philadelphia — Bal 1958 
7 Fidelity-? mladeiphia Tr. Co. CCS RT 1959 
CS & FI 1958 First Penna. Bkg. & Tr. Co., Philadelphia. = CS& FI 1956 
Bal 1947 First Penna. Bkg. & Tr. Co., Philadelphia’ FI 1946 
Bal 1952 Girard Tr. Corn Exchange Bk., Philadelphia __ Bal 1954 
Bal 1953 Provident Tradesmens Bk. & Tr. Co., » Philadelphia CS&FI 1958 
oo te Pittsburgh Nat. Bk.t _ Sse etpcaccales. Se 1957 
Bal 1985 RHODE ISLAND 
= Industrial Nat. Bk., Providence Bal 1957 
. Industrial Nat. Bk., Providence* Bal 1957 
CS & FI 1960) 
Bal 1957 TEXAS 7 
CS & FI 1957 Mercantile Nat. Bk., Dallas __ CS & FI 1956 
Republic Nat. Bk., Dallas CS & FI 1958 
CS & FI 1957 Bk. of the Southwest, Houston CS & FI 1958 
CS & FI 1956 UTAH 
Fir t Security Bk. of Utah, Salt Lake City - CS & FI 1959 
CS & FI 1958 WISCONSIN 
Bal 1954 Marine Nat. Exchange Bk., Milwaukee _............ = )S CS & FI 1956 


*Banks only. 
‘Pension plans only 


‘Open to participation by other Marine Midland banks. 
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aides TRUST 
individeals and | pcpaRTMENT 
corporations. | HEapQuaRTERS 
Call upon us Phoenix, 
Arizona 


for any services 
needed in Arizona 
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Why Delaware? 


Delaware’s unique tax and 
trust laws facilitate the accu- 
mulation, management and 
conservation of property by 
corporations and non-resident 
individuals. 


They are but one reason why 
Wilmington Trust Company, 
as trustee. handles invest- 
ments for corporations, asso- 
ciations and individuals in 
virtually all states and many 
foreign countries. 

Other reasons, of course, are 
Wilmington Trust experi- 
ence; Wilmington Trust facil- 
ities. They unite in making 
ours one of the largest Trust 
Departments in the Nation. 
These benefits are available 
to you—and your clients. We 
welcome your inquiries. 


WILMINGTON 
Trust Company 


Wilmington, Delaware 








924 


Mitcham Heads Pennsylvania 
Trust Division 


Merle B. Mitcham, vice president and 
trust officer, First Seneca Bank & Trust 
Co., Oil City, was elected chairman of 
the Pennsylvania Bankers Association 
Trust Division for 1960-61 at the an- 
nual business meeting of the Trust Di- 
vision during the 66th Annual PBA 
Convention in Philadelphia, on May 17. 
Mr. Mitcham succeeds John W. Woer- 
ner, senior vice president, Girard Trust 
Exchange Bank, Philadelphia. 
who will remain on the Trust Division 
Executive Committee. Donald H. Miller, 
vice president and trust officer, Union 
Bank & Trust Co., Bethlehem, was elec- 


Corn 





DONALD H. MILLER 


MERLE B. MITCHAM 


ted vice chairman and Richard H. Starr. 
executive vice president and trust offi- 
cer. First National Bank, Sharon, was 
elected Treasurer. The secretary is Bel- 
den L. Daniels. 

Mr. Mitcham is a graduate of the 
Stonier Graduate School of Banking at 
Rutgers University. Entering the bank- 
ing industry in 1929, he was at one time 
with the Pennsylvania Department of 
Banking. 

Little trust legislation was sponsored 
during the past year, but that little re- 
quired watchful attention, Mr. Woerner 
stated in his address to the Trust Divi- 
sion’s annual business meeting. Every- 
thing of real significance was enacted 
except the proposed Inheritance Tax 
Act. Codification of Pennsylvania’s in- 
heritance tax laws is long overdue, 
sorely needed in the intevest of better 
estate and tax administration, and will 
probably be enacted within a very shori 
time in substantially the present form 
of the proposal, Mr. Woerner said. 

A wider use of Common Trust Funds 
will now be possible. They can provide 
an investment medium for executor ac- 
counts where there is a following trust 
and for funds held as agent for indi- 
vidual trustees of pension and _ profit- 
sharing trusts. For the latter the $100.- 
000 maximum for one account has been 
removed. 

Other activities included 
consideration of a state-wide legal trust 


fund similar to New York’s Bank Fi- 


Division 


duciary Fund. This was recomm: nded 
by the Committee on Smaller Trusts and 
the Executive Committee has mail«:! ou 
a questionnaire. Sponsorship of  egis. af 
lation to provide the Full Prudent Man | 
Rule has become the principal p:oject | 
of the Committee on Trust Invesi:nents | 
and was discussed at the April [rust | 
Conference. (See T&E, May, p. 463.) | 

The recommendation for an informa. | 
tion center at Central Office under the | 
direciion of the Public Relations Com. | 
mitiee has been approved and awaits | 
implementation by the next administra. 
tion. Mr. Woerner advised. 

In his acceptance address, Mr. Mit- 
cham siressed the need for further work 
and close cooperation with the PBA Ex. 


ecutive Committee “in order that legis. ( 
lative matters affecting the laws of de. * 
cedents’ estates. trusts and taxation will 
receive more prompt and vigorous 
action.” 

The new committee to make recom- 
mendations for better public relations 
might well take “a long look at our cus. 


“The 


of a pleased customer is the 


tomer relations.” he observed. 


goodwill 
vest relationship a trustee may foster, 
and the retention of his business is 
extremely importani.” 

Pointing out that investments are the 
very heart of the trust 
Mitcham noted that “‘a sound currency 
is essential to our porifolio and to our 


business. Mr. 


American way of life.” Alertness is 
needed to combai any effort to promote 
inflation. Striving for a sound currency. 
he said. “is a personal trust for bankers 
and trust officers.” 








Bank of New York’s branch at Freedom 
land, in the Brenx, will be a replica of 3 
bank in the 1850’s. Freedomland. opened 
the public June 19th, is a multi-million dol 
lar outdoor entertainment area designed t 
teach American history to the nation’s youth. 


The “Little Old New York” section shows 


the city as it was in the mid-19th century. 

Bank of New York was chosen to be repre 

sented as the city’s first bank, founded in 

1784 by Alexander Hamilton. The branch 
\.ill be a working office. 
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SW Division has long experience and specialized 
4 — . . . 
training in such assignments. . . and is 
absolutely unbiased. When there is need 


for a corporate representative .. . call 


i FRanklin 2-7400, use The Bank Wire, or 
write. An inquiry will quickly give you 


the information you need, without obligation. 
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ESTATE TAX CREDITS ON PRIOR TRANSFERS 


Practical Applications in Planning and Administration -— Part 2 


J. PHILLIP DUNN and KEVIN W. KEENAN? 


Closely related to the problem of 
credits being out of proportion to actual- 
ities is the thought expressed by one 
writer” that credits for life estate inter- 
ests may be reduced where the benefi- 
ciary’s physical condition is such that he 
probably will not live out the normal ex- 
pectancy reflected by the tables in Regu- 
lation 20.2031-l(f) above cited. He 
points to Estate of John P. Hoelzel and 
Estate of Nicholas Murray Butler*® 
which hold that in certain situations the 
actual period of enjoyment of income 
will determine the value of the life es- 
tate. 

We cannot believe that such a rule 
would be applicable here. First, the 
Hoelzc! and Butler cases involved no 
part of the Code which contemplated a 
specific credit. Those were cases which 
required judicial construction to do 
justice. Here an injustice would result if 
the credit for a life estate were cut down 
because, as pointed out above, Sec. 2013 
now is based upon the theory that 100% 
credit will be allocated actuarily be- 
tween a life tenant and remainderman. 
The only way the Hoelzel-Butler rules 
could be applied would be to amend 
Sec. 2013 along the lines suggested so 
that any loss of credit to a life tenant 
could be used by the remainderman. 
But if the remainderman did not die 
within the ten year limitation the period 
would have to be extended or the life 
tenant’s credit lost entirely. That would 
result in an exception based on execp- 
tion which again brings us back to the 
present basic rules as being the best 
in a very difficult situation. 

*Mr. Dunn is a trust officer of First Pennsylvania 
Banking & Trust Co., Philadelphia, and a member 
of the Pennsylvania and Illinois Bars. Mr. Keenan 
is a graduate of Cornell Law School and an admin- 
istrative assistant in the Trust Department. He has 
just been admitted to the Pennsylvania Bar. The 
authors gratefully acknowledge helpful suggestions 
from Lewis H. Riggles, an officer of the Tax De- 
partment. 

2Rudick, supra Note 4. 

3028 T.C. 384 and 18 T.C. 914, respectively. The 
Hoelzel case involved an unusual offset against a 
Marital Deduction which offset was limited because 
the widow had incurable cancer and died within 
about a year. In the Butler case a charitable remain- 
der was preserved except for the actual value of the 
preceding lift tenant’s estate which was cut short by 
incurable cancer, although the trustee had uncon- 


trolled right to invade principal for the benefit of 
the life tenant. 
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KEVIN W. KEENAN 


J. PHILLIP DUNN 





Secondly, to adopt the rule of the 
Hoelzel and Butler cases would create a 
chaotic situation with the death of every 
life tenant or remainderman bringing 
about extensive hearings and medical 
testimony as to their apparent state of 
health. Surely this is an area in which 
speculation must be avoided. In fact, 
the Commissioner has stated in a fairly 
recent ruling that the credit applies 
“without regard to the amount of in- 
come actually received by the life ten- 
ant.”*! The facts there involved the typi- 
ical case of a father leaving a testa- 
mentary trust from which income was 
payable equally to two daughters for 
life and all to the survivor, with re- 
mainder to others. Not only was the 
estate of the first daughter to die held 
entitled to a credit for her life estate, 
but the Commissioner made the above- 
quoted statement with reference to her 


31Rev. Rul. 59-9, IL.R.B. 1959-2, p. 13. 








TERMS DEFINED 


T—Transferor. One whose prior death 
gives rise to a taxable transfer 
of property upon which credits 
are calculated at the subsequent 
death of the transferee. Actually, 
there now is one type of situation 
in which a credit may arise two 
years after the death of T.5 

D—Decedent. The transferee whose 
death gives rise to an estate tax 
credit based upon T.’s estate tax. 
In the event of more than two 
successive transfers within ten 
years, the first decedent (after T) 
is D-1, and the next is D-2. The 
terms “transferor” and “decedent” 
are used reepatedly in the Code 
and in the Regultions, with the 
same connotation. 

H—Husband. 

W—Wife. 











right to include the actuarial value of 
her secondary life estate in calculating 
the total credit. 


“Property” and “Transfer” Defined 


It will be noted that Sec. 2013 opens 
with this provision: “The tax imposed 
by Sec. 2001 shall be credited with * * * 
the Federal Estate tax paid with respect 
to the transfer of property to the dece- 
dent * * *.” And it closes with this def. 
nition: ““ “ * ‘property’ includes any 
beneficial interest in property, including 
a general power of appointment (as de. 
fined in Section 2041) .” (Italics added.) 

By combining the statute and applic. 
able Regulations,.** we glean this general 
principle: The credit for tax on prior 
transfers becomes available to any dece- 
dent who receives property or an inter- 
est in property which was included in 
the taxable estate of the transferor (with 
the limitations herein noted). 

The interests and types of property 
which, therefore, must be considered in 
estate planning, and especially in ad- 
ministration, are surprisingly numerous. 
In addition to the ordinary forms of 
property and the normal transfers by 
a decedent, the following should prove 
to be a helpful checklist (though not 
guaranteed to be complete) of the more 
unusual items which may give rise to 
an estate tax credit: 


1. Life Estates* 

2. Estate for term of years (even 
though terminated prior to D’s death) 

3. Vested or contingent remainders 
and other future interests 

4. Annuities 

5. Life insurance proceeds 

6. Pension and profit sharing pro- 
ceeds 
7. Property or interests transfer- 
red to surviving spouse by dower, 
curtesy, or statute in lieu thereof 

8. Property or interests transfer- 
red by intestacy (either directly or 
through partially invalid will which 
accelerates remainder) 

9. Property or interests transfer- 





Regs. 20.2013-5. 
*The value of life estates, estates for 
nuities, etce., are determined by the age of the bene 


years, an- 


ficiary (D) as actuarially set forth in the tables of 
Reg. 20.2013-7 (f); but the date of such valuations 1s 
the death of the transferor (T). Reg. 20.2(13-4(a)- 
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yed by survivorship in joint tenancy 
tenancy by entirety 
0, Interest received under settle- 
ment option of life insurance policy 
or annuity 

‘1. Property or interest transferred 
to one as donee of gift which is 
taxed in donor’s estate 

12. Property or interest of donee 
(possessor) of a general power of ap- 
pointment** as defined in Sec. 2041 

13. Property or interest received 
as appointee under exercise of general 
power of appointment as defined in 
Sec. 2041 

14. Property or interest received 
as remainderman under release or 
nonexercise of power of appointment 
by reason of which property is in- 
cluded in gross estate of donee of 
power under Sec. 2041. 


© 


It will be recalled that we emphasized 
the new approach of this 54 code pro- 
vision as a tax credit, not a property 
value deduction. Yet. it is impossible to 
apply the tax credit without reference 
to the value of specific property which 
passed from T to D, or the value of 
some beneficial interest which D had in 
specific property of T. 

Thus. if a specific asset is transferred 
from T to D-1 to D-2 within ten years, 
the tax credits in the last two estates 
will vary according to the values at 
which the asset was included in each 
prior transferor’s estate. Stated other- 
wise. the values at which assets are in- 
cluded in must be 
taken into account but credits will be 
based upon the tax applicable to such 
values (in accordance with the limita- 
tions noted herein). This appears to 
suggest the importance of resolving 
audit objections to Federal estate tax 
returns upon an item by item basis 
rather than as an overall tax settlement. 
Otherwise. it may well be impossible to 
calculate credits for prior transfers in a 
succeeding estate. 


successive estates 


Transfers Involving Both Estate 
and Gift Taxes 

Estate and gift taxes (as well as in- 
come taxes) are inexorably bound to- 
gether although each is autonomous and 
controlled by separate portions of the 
Code.3* So it is with credits for “prior 
transfers.” 

The Tax Committee Report** relative 
to Sec. 2013 states, “* * * no credit is 
available merely because a gift tax may 
have been paid with respect to the trans- 
fer of property to a decedent * * *.” 


Oipliaainace 


**Limited powers of appointment are intention- 
ally omitted because not taxable in an estate; like- 
Wise, a bare legal title such as that of a trustee. 

®8“Gifts That Are Not Gifts,” by J. Phillip Dunn, 
The Journal of Taxation, July, 1958, p. 42. 


“Sen. Rep. 1622 and H. R. Rep. 1337, 88rd Cong., 
2d Sess. ‘ 


June 1960 


That is somewhat confusing in view of 
Sec. 2012, which is entitled “Credit for 
Gift Tax.” Apparently, it even has led 
some to question the soundness of Sec. 
2013 in this respect. However, a thor- 
ough analysis reveals good reason for 
the present provisions. 

Under the °39 code there was a de- 
duction in a decedent’s estate for prop- 
erty which had been subjected to a 
prior estate tax or a gift tax within five 
years. Thus, if in 1951 T made a tax- 
able gift to D, then died in 1953 be- 
queathing his taxable estate to D who 
died the next day, the estate of D was 
entitled to deduct the value of both the 
gift and the bequest. (Whether or not 
the gift was in comtemplation of death 
made no difference under the ’39 Code.) 
Therefore, a decedent might have re- 
ceived a deduction at estate tax rates 
for property previously taxed at gift tax 
rates. 

The °54 Code separates the two cred- 
its and, of course, the net results are 
quite different. Sec. 2013 limits credits 
in the estate of a decedent (D) to estate 
taxes paid by a transferor (T) “with 
respect to the transfer of property * * * 
to the decedent by or from” a trans- 
feror. Thus, assuming that the same 
events in the above example occur in 
the years 1955 to 1957, D’s estate would 
be certain of receiving a credit only as 
to the property transferred to him by 
bequest. The property transferred as a 
gift would result in a credit to D’s es- 
tate only if such gift were included in 
T’s estate because made in contempla- 
tion of death, or some similar reason 
connected with an inter vivos transfer, 
such as a retained life income.** Other- 
wise, if the gift property were not in- 
cluded in T’s estate, obviously it would 
not have been subject to estate tax — 
which is the condition precedent of a 
Sec. 2013 credit. In other words, if the 
person who originally transfers the 
property is taxed only as a donor, the 
donee-decedent does not receive an es- 
tate tax credit (or a gift tax credit). 

Turning to the other phase of this 
duality, Sec. 2012 can be summarized 
as follows: An estate tax will be credited 
with a gift tax only in connection with 
property which is included in the gross 
estate of a donor because of his prior 
inter vivos transfer, (And any such 
credit is subject to proportionate limita- 
tions similar to Sec. 2013 credits. ) 

To emphasize this let us again refer 
to the example: If the property which T 
gave to D in 1955 is included in T’s 
estate as a gift in contemplation of 


See Note 21 supra. 
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Security Valuations 
for Tax Purposes 


When question arises as to the value of a 
security for estate or gift tax purposes, careful 
analysis of all factors pertaining to value is 
essential. 

We have had extensive experience for a 
period of over thirty years in the valuation of 
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death, then the gift tax paid by T will 
be a credit against his own estate tax. 
T’s estate thereby is subjected to no 
more taxes than if he never had made 
the gift. If the gift is not included in 
T’s estate. the gift tax stands and there 
is no credit. but T’s estate benefits by 
having been reduced before estate taxes 
are applied. Actually, T’s estate benefits 
to some extent even if the gift is in- 
cluded as made in contemplation of 
death, because his estate is reduced by 
the amount of the gift tax. 


It also should be noted that the five 
year restriction of the “39 Code is re- 
if a credit now be- 
comes available under Sec. 2012 it ap- 
plies to any gift tax incurred by the 
regardless of how 


moved.** That is, 


donor-transferor 
many years prior it was paid. 


Applications of Section 2013 


Transfer between spouses; 
Marital Deduction and Life Estate 
in Residue 


This is the type of case most fre- 
quently encountered and it involves the 
application of many of the principles 
discussed above. 

Assume Husband-Transferor(H) has 
a gross estate of $400,000 with debts 
and deductible expenses of $40,000. He 
devises his adjusted gross estate of 
$360.000 as follows: Marital Trust A of 
$160.000 to Wife (W), and Residuary 
Trust B of $200,000 to pay income to 
W for life and at her death corpus to 


their children; taxes payable from 
Trust B. Assume further that at H’s 
death W is 22 years old and that she 








Sec. 2012 of 54 Code. 


PAGE 1—FORM 706 FOR W 
COMPUTATION OF TAX 
PART I 


ad 


Gross estate tax (use table A, page 40) 
Credit for State death taxes (use table B, page 40) 


tf 
w 


70.00 
20.00 


me DO 


3. Gross estate tax less credit for State death taxes item 1 minus item 
2). This is the net amount payable unless credit for Federal gift 


taxes, tax on prior transfers, or foreign death taxes as claimed 
in Part. Ef) $ 31,500.00 
PART II 
4. Credit for Federal gift taxes $ -0- 
5. Credit for tax on prior transfers 24,436.44 
6. Credit for foreign death taxes -0- 
7. Total of credits under Part II (total of items 4, 5, and 6) 24,436.44 


&. Net estate tax payable (item 3 minus item 7) 








pom ihe next day leaving a personal es- 
tate of $50,000 wehio to $10,000 of 
debts. Surprisingly. W’s adjusted gross 
estate of $200,000 will be subject to a 
net Federal estate tax. not of $31,500 
as might first be thought. but only 
$7,063.56 as indicated by the data report- 
ed on Schedule R in W’s #706 return** 
shown below. 


“7In the above example, the additional following 
facts and figures are important. 

Line 1. Residuary Trust B of $200,000 minus Fed- 
eral taxes of $31,500 minus State taxes of $7,200 
(2%) = $161,300; at age 22 W’s life estate is ‘ait 
-77576% under Table I of Regs. 20.2031-7(f). Thus, 
-77576 & $161,300 = $125,130 which is the net value 
of H’s life estate to W. (By starting with the value 
of the residuary Trust B we automatically reduce 
H’s adjusted gross estate of $360,000 by the $160,000 
marital deduction. ) 

Line 2. H’s taxable estate which benefits W is 
$161,300 as determined in Line 1 calculations above. 
We have used 2% for the State tax, which is the ap- 
plicable rate in Pennsylvania. 

Line 6. W’s taxable estate is $160,000 marital plus 
$50,000 of her own, or $210,000. This sum minus 
Line 1 of $125,130 equals $84,870 which is the entry 
for Line 6. 

Line 7. W’s deductions are, of course, the $60,000 
Federal estate tax exemption and assumed $10,000 
debts, total $70,000. 

The figures entered for all other lines reflect 
mathematical calculations directed in Schedule R, or 
Federal estate taxes from the tables. 








SCHEDULE R—FORM 706 FOR W 
COMPUTATION OF THE CREDIT 
PART I—TRANSFEROR’S TAX ON PRIOR TRANSFERS 


Net value of transfers 


ne 


tions for item 2) 


$125,130.00 


Value of transferor’s estate (adjusted in accordance with instruc- 


$161,300.00 


8. Tax on transferor’s estate (adjusted in accor dance with instructions 


for item 3) 


_$ 31,500.00 


4. Transferor’s tax on prior transfers (proportion of item 3 which item 


1 bears to item 2) 


$ 24,436.44 


PART II—TRANSFEREE’S TAX ON. PRIOR TRANSFERS 
5. Transferee’s tax computed without regard to credit allowed under 


this schedule ; 
6. Transferee’s reduced gross estate 
7. Transferee’s 
item 7) 


8. Transferee’s redvced taxable estate (item 6 minus item. 7) 


9. Tax on reduced taxable estate 


10. Transferee’s tax on prior transfer (item 5 minus item 9) 
PART III—CREDIT ALLOWABLE 


Scans $ 31,500.00 
$ 84,870.00 


deductions (adjusted in accor ordance with instructions for 


_$ 70,000.00 
$ 14,870.00 
$ 1,035.70 
$ 30,464.30 


11. Maximum amount before application of percentage requirement 


(item 4 or item 10, whichever is smaller) 


12. Percent allowable is 100% 


13. Credit allowable (item 12 x item 11) 


.$ 24,436.44 


_$ 24,436.44 


Actually, to complete this illustration 
we must fill in the first page of W’s Fed. 
eral estate tax return, the applicable parts 
of which would be as shown above. 

The large credit for previously taxed 
property evaluating W's 
Trust B — a 
trust which W never enjoyed and which 
is not included in her gross estate, In 
short, property worth $400,000 after 
debts and expenses passed from H to WV 
to children for a gross Federal tax of 
only $38,563.56 — an effective 
only about 914. 


results from 


life estate in residuary 


rate of 


At this point we cannot fail to emph- 
asize the danger of the so-called “180 
day” clause** which appears in many 
marital wills and deeds of trust. and the 
loss which may be occasioned by fail- 
ure to include a “presumption of sur- 
vival” clause. Thus, if in the example 
just above the will provided that W 
— receive nothing if she died with- 
in 180 days of H, the tax bill in his 
estate would have been $76,180 (Fed- 
eral estate tax on $360,000 with no 
martial deduction). Even though W’s 
net $40,000 would have been within 
her exemption, the $76,180 tax is virtu- 
ally double the total of $38,563.56 in 
our example. 

Likewise, if, instead of W dying the 
day after H, they died in a common 
disaster and the will contained no clause 
providing that W is presumed to have 
survived,*® the husband (in all states 
which have adopted the Uniform Sim- 
ultaneous Death Act) would have been 
presumed to have survived as to his own 
property and there would have been no 
wife to take a marital deduction. Thus, 
again the Federal tax bill would have 
been $76,180 instead of $38,563.56. 

The great benefit derived through the 


(Continued on page 586) 


*SRegs. 20.2056 (b)-3(b). 
Regs. 20.2056 (e) -2(e). 
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Micro-Miracles 
and the Investor 


Even before little transistor radios have worn out 
their wonder in American homes, scientists in 
industry have found tinier worlds to conquer. 

Today, crystals are grown to replace complete 
electronic units—such as transistors, capacitors, 
inductors, diodes or resistors. 

Investing today is closely linked to the progress 
of the scientist. Even so, the company that leads 
in scientific breakthrough does not always lead in 
exploitation and profits. 

In managing investments, the Trust Company 
devotes much of its attention to selecting the com- 
panies that are best qualified to translate new ideas 


into increased earnings. 


Unritep States [Rust Company 


oF New YORK 
45 Wall Street 





Trust 


ersonnel 


Program for Recruitment and Training 


TURNER RICE 


Vice President and Trust Officer, Birmingham Trust National Bank, Birmingham, Ala. 


HEN YOUR CUSTOMER HAS HIS 

\\) will drawn naming your bank.as 
executor and trustee, he is counting not 
only on you and the officers who may 
be associated with you now, but on the 
assumption that your bank has provided 
a continuity of management in office 
which will carry on the same high stan- 
dards. 10, 20, even 30 years from now, 
with capable and trained staff to handle 
his trust estate and deal with his bene- 
ficiaries. He is impressed with the 
quality of your staff personnel at this 
time. He feels confidence in your ability 
to provide for adequate succession in 
office of competent and trained officers. 

Are you letting your customer down? 
Or are you living from hand to mouth 
so far as your officer staff is concerned. 

The substantial growth of the trust 
business has brought personnel prob- 
lems all out of keeping with other de- 
partments of our banks. Trustmen have 
been under the necessity of going into 
many and varied fields to obtain men 
with even the barest minimum of ex- 
perience allied to trust business. In 
World War I and II, newly commission- 
ed officers barely out of civilian clothes 
were called “24-hour wonders.” Are we 
in trust business putting too many “24- 
hour wonders” in Ivy League uniform? 
Many of these men are doing good jobs 
and in time will develop the many-face- 
ted character of the real trustman. Many 
others, though, lack one or more re- 
quisite qualities and there is a present 
danger that a few of these unqualified 
men may do real damage to trust busi- 
ness as a whole. 

Even if the rapidly growing banks 
had provided for a normal recruitment 
and training program, the demands oc- 
casioned by precipitate growth would 
have necessitated rapid acceleration of 
any such program; but I am afraid that 
the facts are that few senior trust offi- 
cers and bank management officers fore- 
saw this growth and made little or no 
provision for an expanded recruitment 








From address before Third Southern Trust Con- 
ference, Trust Division, A.B.A., St. Petersburg, 
Fla., May 12, 1960. 
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and training program. Our information 
is that the volume of trust business has 
doubled or even quadrupled in the past 
10 years, not only in areas of rapid 
population growth, but in many old and 
relatively stable communities. This 
speaks well for the increasing prestige 
of the corporate trustee and is evidence 
of confidence on the part of the public, 
but that very confidence carries with it 
the implied duty to provide adequate 
succession. 


From Supervisory View 


Supervisory authorities are consider- 
ably concerned in this aspect of trust 
business. A communication on the sub- 
ject received from the Hon. Hollis S. 
Haggard, chief national bank examiner 
of the Office of the Comptroller of the 


Currency, reads in part as follows: 


“Probably one of the more impor- 
tant tasks which our examiners have 
is to evaluate the management of trust 
departments. Poor management often 
results in the trust department being 
operated more or less as a community 
service at an expense to the bank, 
which we feel is an undesirable situa- 
tion. We believe that the larger trust 
departments of national banks with 
few exceptions are well staffed with 
competent officers. However, we are 
aware of the current shortage of 
trust-officer material, which, if it con- 
tinues, will have an adverse effect on 
management.” 


A letter from a top echelon member 
of the Board of Governors of the Fed- 
eral Reserve System provides much food 
for thought: 


salary policy, opportunities for in- 
bank training, and management atti- 
tudes have an important bearing upon 
programs for personal recruitment 
and development. Yet, these features 
singly and collectively vary rather 
considerably with individual institu- 
tions. 

“As trust business has continued to 
grow in volume, as well as in the 
range and complexity of services of- 
fered, interested observers both in 
trust administration and trust super- 
vision have become more acutely im- 
pressed with the associated problem of 
maintaining and developing adequate 
managerial and clerical personnel. 
Truly, the future of trust business is 
inexorably tied to the ability of banks 
to obtain, train, and retain individuals 
who will have the requisite technical 
skills to cope successfully with the ad- 
ministrative responsibilities entailed 
and, perhaps more importantly, indi- 
viduals who have the temperament out 
of which can be molded a spirit of 
dedication to service which commonly 
characterizes the successful trustman 
of today. 


“Increasingly in evidence is the need 
in many banks for an enlightened per- 
sonnel policy aggressively pursued. It 
has been my observation that en- 
lightened policies are a concomitant of 
a recognition by the bank’s directors 
and senior management of the im- 
portance of the trust function in the 
bank and of its long range prospects 
for increased benefit to the bank as 
it is able effectively to provide quality 
fiduciary service for the public.” 


College and Law School? 


Where are we in trust business to re- 


cruit qualified personnel for future off- 
cial and clerical staffs? Traditionally, 








“The function of the examiner and 
the supervisor is to appraise bank 
management in the circumstances in 
which it is found and, if appropriate, 
to point out apparent weaknesses of 
importance. The task of recruiting and 
training managerial and clerical staffs 
equal to the responsibilities under- 
taken in both the banking and trust 
departments of commercial banks is 
peculiarly a management responsibil- 
ity in which area the bank supervisor 
can offer little specific assistance. Or- 
ganizational arrangements, character 
of business, administrative require- 
ments, trends and future prospects, 


we have looked to the legal profession. 
It begins to look as if this source is no 
longer inexhaustible and in fact is in 
danger of becoming a constantly dimin- 
ishing factor in recruitment. The 
American Bar News (March 15) carries 
the following: 


LAW STUDENTS OFF HALF IN RELATION 
To POPULATION 


The number of persons studying for 
law as a career has been cut in half 
in the last decade. So reports the 
Survey of the Legal Profession on the 
basis of a 1949-59 law school registra- 
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: comparison. Figures for the year 

3 showed total law school registra- 
t countrywide of 56,102, or 47 
s. dents per million population. 

a 1959 the total number of regis- 
trotions had been reduced to 42,540, 
wiile the ratio had gone down from 

-o 24 per million. 


Is :t going to be necessary that we 
subsicize law students in the future to 
obtain promising men from the top 
echelon of their classes? In a recent in- 
terview with the placement director of 
a law school in the South, it was learned 
that the demand for the graduating 
seniors this year far outreached the 
supply. Even men with mediocre grades 
were eagerly snapped up by established 
law firms or by corporate and govern- 
mental employers. And beginning sala- 
ries were higher. 

It has been said that liberal arts grad- 
uates with two or three years’ experi- 
ence with a corporation or commercial 
bank make good prospects for trust 
trainees. Frequently this is true. Also 
graduates in accounting and business 
administration with a major in bank- 
ing are much in demand. Often the start- 
ing salaries paid by corporations are 
beyond the reach of many trust depart- 
ments, particularly if the graduate is in 
the top one-third of his class. Account- 
ing firms, national and local, eagerly 
haunt the doorsteps of placement direc- 
tors in the commerce and_ business 
schools, colleges and universities. It is 
almost equal to the demand so long 
prevalent for our engineering and chem- 
istry college graduates. 

A placement officer for one of our 
leading southern state universities re- 
cently told the speaker that as far as 
he was concerned, bank personnel offi- 
cers might as well stay at home if they 
expected to get any men from the top 
half of his graduating classes. He rated 
banks far down the scale as prospective 
employers, not only from the  stand- 
point of starting salaries, but from the 
length of time he assumed would elapse 
before a man became an officer. This 
is a serious indictment and one we 
cannot afford to overlook. Such atti- 
tudes not only affect the procurement of 
bank personnel as a whole, but specific- 
ally affect the employment of qualified 
personnel for our trust departments. 


Is the Offer Attractive? 

In nearly every instance, discussions 
on trust or bank recruitment and train- 
ing have “begun in the middle” and not 
Where | think the most important fac- 
tors lie. Speakers and writers begin 
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YOU ARE NOW ENTERING | | 
BAKERSFIELD - BEVERLY HILLS | 
CHICO - EUREKA + FRESNO 
GLENDALE + HOLLYWOOD - LONG BEACH 
‘LOS ANGELES - OAKLAND 
PASADENA + POMONA - REDLANDS 
RIVERSIDE + SACRAMENTO - SALINAS 
SAN BERNARDINO - SAN DIEGO 
SAN FRANCISCO + SAN JOSE 
SAN MATEO - SANTA ANA 
SANTA BARBARA - SANTA ROSA 
STOCKTON - VENTURA + WHITTIER 




















Wherever You Go in California... 


OUR STATEWIDE TRUST SERVICES 
ARE AT YOUR DISPOSAL 


With over 600 convenient branches throughout 
this state, B of A’s Trust Department serves all of 
California. Fully equipped district Trust Offices 
are in each of the 27 communities listed above. 


BANK OF AMERICA 


NATIONAL TRUST AND SAVINGS ASSOCIATION +» MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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with the assumption that the man is 
already hired when, as a matter of fact, 
our biggest problem is finding these 
men, competing in the open market for 
them against intensive competition — 
all this with no assurance that a man 
who looks good on his scholastic record 
will measure up to trust standards, that 
he will be able to get along with people, 
that he has the potential of becoming 
an administrative officer within a rea- 
sonable time. 

All too often a recent college gradu- 
ate will have deficiencies in his educa- 
tional background, aptitude, or person- 
ality which make him unsuited for 
trust work, even after the most careful 
screening. Can any series of aptitude 
tests determine how a man is going to 
act under stress, or his ability to get 
along with trustors and beneficiaries? 
Nowhere in the United States can a man 
major in trust administration while an 
undergraduate. Perhaps no other field 
has been so neglected in the curriculum 
of our colleges; yet, would the trust 
field be appealing to the high schooler 
choosing a college career? What has it 
to recommend itself to the youngster 
choosing a career but long hours, slow 
progress, and mediocre pay standards? 
Should a public relations division of 


the trust association be implemented 
with material to sell young people on 
the idea of going into trust business? 
Will some outstanding college offer 
career courses in trust administration? 


We can “pirate” men from the shop 
down the street or in the next city. 
Banks have also made raids on account- 
ing and law firms and securities dealers 
for manpower. Many law firms are “sit- 
ting ducks” for pirating because they 
pay their tyro legal eagles even less than 
banks do. Not that I am advocating 
pirating, but it does go on and we must 
face it. Too, the banks in resort areas 
have something to offer that the banks 
in coal-mining areas don’t have. Maybe 
they are also in better competitive posi- 
tion than our banks in industrial or 
agricultural, regions. All of us are faced 
with similar problems. In recent years, 
if I might cite our “own shop”, we have 
acquired personnel from the following 
sources: 


A law firm 

Office of the State Attorney 
General 

A real estate business 

A securities dealer 

A large manufacturer 

Another bank 

A law school faculty 


al 


IS OUR 99 
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IN FLORIDA SUNSHINE 
PROSPECTS FOR TRUST 
BUSINESS LOOK BRIGHT 


Discussion of the many progressive developments in 
the South — the amazing increase in cattle raising, 
steady expansion of industry, greatly augmented ship- 
ping from southern ports, scientific agricultural in- 
novations, vigorous commerce and lively year-around 
tourist interest — all contributed to the optimistic 
outlook of those attending the recent Southern Trust 
Conference in St. Petersburg. 


Where wealth is being created, trust business must 
grow. When you need the cooperation of a southern 
bank, we shall be happy to serve you. 


American National Bank 
And Trust Company 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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Examples Worth Emulatin 


As the problem of our trust in <itu- 
tions is nearly analogous to th: of 
banking as a whole in capturing new 
blood,” some of the expedients ad: pted 
by state and national associations may 
be appropriate, as for example the ‘am. 


pus Recruitment Program institut: | by 
the Management and Personnel co: imit- 
tee of the Pennsylvania Bankers A -soci- 


ation. This committee set up a “cle ring 
house” operated to help its merubers 
recruit 1960 college graduates. Heie are 
some other things it did: 


1. Sent a questionnaire to mem. 
ber banks to find out which banks are 
interested in hiring college graduates, 
either this spring or in future years. 

2. Provided the names of these 
banks to college placement directors 
throughout the state, listing the off- 
cer to contact in each case. 


3. Suggested that placement offi- 
cers ask students interested in a 
banking career to contact the banks 
listed. 


The survey found that 31 banks had 
openings this June for a total of around 
100 college graduates. Thirty-five banks 
indicated that they will have another 
100 career positions open for future 
years. Possibly some of our stronger 
state trust associations could adopt a 
similar program. 

A survey by Jesse E. Wilson of the 
Crocker-Anglo National Bank of San 
Francisco of some 11 trust banks show- 
ed that over a 5-year period an average 
of 10% of the officer staff would be lost 
by retirement. Death or disability would 
take another 5.7%, and turnover, the 
most important factor, will take 17.6% 
— a total of more than 35% of present 
trust staffs. Additional officers must be 
acquired and developed, not only to 
meet anticipated growth, but just to 
stand still and meet personnel losses 
experience tells us we must expect to 
face. 


Too many of us are so busy with 
day-to-day problems that we are apt to 
pretend the hazard doesn’t exist; but if 
we are fair to ourselves and to our cus 
tomers, we must not only accurately 
forecast future growth of our volume of 
trust business, but also convince top 
management of our banks that we will 
have to incur commitments for salaries 
far out of line with our presen! returm 
if we are to adequately meet tomorrow’ 
conditions. 


Course of Sprouts or Sow elly? 


All training programs are bised o 
the assumption that we have te mal 
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powe. ‘o start with. If you happen to 
run medium-sized trust department 


and me by three personable young 
colles graduates who have tentatively 
agree to give the best years of their 
lives trust business, where do you 
start ? 


Are vou going to adopt the admini- 


strativ: assistant plan and assign each 
young ‘nan to an administrative officer 
as a nan Friday,” or are you going 
to kee» them as a unit and have them 
spend ime in each of the various divi- 
sions of your trust department under 
the watchful eye of the officer in charge? 
Or are you going to let them sit at a 


desk and read your trust library vol- 
ume by volume beginning with your 
state code and ending with “Scott on 
Trusts.” This may be called learning by 
osmosis, and certainly your bright 
young men would be well grounded in 
the theory of trust business after they 
had completed their library education. 
But in the meantime, won’t they be 
bored to the teeth and apt to drift away 
to more mentally stimulating activities? 

Would you and your fellow officers 
largely ignore these chaps and continue 
doing detail and routine activities which 
might well be shifted into their hands at 
the earliest opportunity, subject, of 
course, to guidance and assistance of 
their seniors? All too many times we 
get bright young men in our trust de- 
partments and relegate them to routine 
clerical jobs for an indefinite period or 
are not willing to entrust any responsi- 
bility whatever to them beyond running 
errands and checking coupons. 


An Ideal Method 


Large city banks, particularly in New 
York, Chicago, Philadelphia, and De- 
troit, have real training programs. Many 
take in a new “class” of anywhere from 
25 to 50 college graduates each spring 
and put them through a minimum of 
10 months to a year of intensive train- 
ing through the various operating de- 
partments of the bank. Each man is 
given an opportunity to learn some- 
thing of commercial banking, and no 
attempt is made to assign a particular 
man to a particular field until he has 
completed the general indoctrination 
course. T'rust department trainees too 
can expect to have as much as a year 
as genera’ banking trainees. At the end 
of that time, and only then, do they 
begin any specialization or are they 
assigned ‘o a particular department. 

During this year, the supervising per- 
sonnel officer has an opportunity to as- 
certain the aptitudes of the various men 
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and analyze their personality, work hab- 
its, and potential. If a trainee indicates 
an interest or inclination towards trust 
work, and after consideration of all 
factors he passes the criteria, he is then 
assigned to the department as a trainee 
or administrative assistant. Here again 
he continues his divisional experience 
by being shifted from one division to 
another for another year or so. At the 
end of a two-year period, the trainee, 
if he is still with us by then, is pretty 
well apt to be fitted into a slot where 
his talents may best be employed. 
This is certainly the ideal way to 
give a trainee an adequate background, 
but those of us in medium sized and 
smaller trust departments do not have 
this opportunity even though our banks 
may have a “stable” of young gradu- 
ates being shifted around from one de- 
partment to another. In most training 
programs, it is seldom that the trust de- 
partment is given an opportunity to bid 
on the services of one or more of these 
young men after his indoctrination pe- 
riod. In most instances we have to shift 
for ourselves and recruit trainees as 
best we can. So, tomorrow’s trust offi- 
cers must come from our own best ef- 
forts in training qualified young men 
unless we are prepared to face the exi- 


gency of bringing in trained trustmen 
from other banks — a procedure which 
I, for one certainly do not recommend 
as a precedent. 

We certainly want to give every pos- 
sible opportunity for our present train- 
ees, assistants and clerical staff to study 
and progress. If your local A.I.B. chap- 
ter has not had the course in Trusts I 
(now called Trust Department Services) 
and the more advanced Trusts II for 
several years, do what you can to start 
a course and encourage your young men 
to take it. First of all we must under- 
stand that any training program will 
fall flat on its face unless we give per- 
sonal attention to each man, keep him 
off routine jobs unless they are essential 
to his general knowledge, and then 
only for such a time as would be re- 
quired for him to learn the job thor- 
oughly. We should never use him for 
utility purposes. He should be told that 
he is being trained as a career man and 
not just to fill some routine slot. Each 
of our young men should be brought 
together with others on the same assign- 
ment to give him a feeling of being part 
of a program rather than an infinites- 
imal cog. Let him know the salary in- 
creases will come as his experience and 
proficiency grow, that his supervisors 


If you need TRUST SERVICES... 
IN THE BAHAMAS OR WEST INDIES 


we act as: 


and we provide services: 


Executor and Trustee of a Will 
Trustee of Settlements 
Trustee for Debenture Holders 


Trustee of Pension Funds 


Company Management 
Registrar and Transfer Agent 
Nominee or Attorney 


Care of Investments 


THE BANK OF NOVA SCOTIA 
TRUST COMPANY (BAHAMAS) LIMITED 


NASSAU, BAHAMAS 


Also registered in Jamaica, Barbados, Trinidad, and Tobago. 
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are evaluating his ability, his potential, 
and his facility for getting along with 
fellow employees and customers. 


Training Facilities 

On-the-job training is the most funda- 
mental part of any program for de- 
veloping good young trust officers, but 
we venture to say that too few banks 
have what may be considered an ade- 
quate period of organized training for 
new staff members. Many have no real 
program. Where then are the young 
people coming into our employ to get 
the necessary background? How are 








Complete trust service 


they going to learn what other trust de- 
partments are doing, or new and im- 
proved ways of doing things? 

In the past, very few avenues were 
open to young people in trust business 
aside from the occasional A.I.B. courses. 
There were only the intensive training 
courses varying from two days to two 
weeks offered by some large city banks 
to correspondents and/or intensive 
three-day to one-week courses offered 
by the trust divisions of state associa- 
tions — Pennsylvania, for example. 

The other and fundamentally the 
most thorough of such courses is that 
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offered by The Stonier Graduate * :hoo| 
of Banking as a trust major. This c \urse. 
however, has been available only 06 the 
experienced trust officer to trai: him 
for senior and executive responsib ities, 
The strict requirements for adr ssion 
exclude a very large proportion «f our 
young men who could benefit th -reby, 
In addition, there are now the !?acific 
Coast Banking School and the south. 
western Graduate School, both of which 
require officer status for admission; so 
notwithstanding these excellent schools 
and the various state-association-sup. 
ported schools, we have had a large 
gap in available training progra:ns for 
younger staff members. 

It is most fortunate that, beginning 
with this year, the National Trust School 
will be instituted. I think it is going to 
do more for trust business than any 
single program which the Trust Divi- 
sion has put on in its his‘ory. For the 
first year, the student body is expected 
to number over 200 — a most promis. 
ing start — and a strong faculty has 
been selected. 

The Trust Division has become con- 
vinced that a broad demand exists for 
the National Trust School — in particu- 
lar, for the benefit of those who have 
entered trust work fairly recently and 
who have the capacity to advance them- 
selves rapidly by accelerated education 
and training. 

Those of us who have grown old 
and graybearded in trust business know 
that a trust career can be fascinating 
and attractive. There are rewards wholly 
apart from any monetary considera 
tions. We need to put this over to po- 
tential beginners in trust work. Not 
that we need to glamorize a trust ca- 
reer, but we do need to do a selling 
job in order to convince qualified and 


capable young men that trust business 


is a career opportunity far more at 
tractive than any other of the more 
sought-after professions. Let us_ then 


convince ourselves and in so doing con- 
vince our neophytes in trust busines: 
that trust service can offer a fascinating. 
intellectually stimulating, and challeng: 


ing career. 


A AA 


@ Donald H. Stewart, manager of the 
Mortgage Loan Department of Montreal 
Trust Co., was awarded the M.A.I. desig- 
nation by the Governing Council of the 


American Institute of Real Estate AP 
praisers at its meeting in Chicago last 
month. Fewer than 3,000 (64 of whom 
are Canadians) have qualified for this 
designation since this profess onal oF 
ganization was founded 28 yea"s ag® 
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s«! Banker with a lawyer’s viewpoint 


valleng: He’s Clarence B. Jennett, and he’s part of 


your clients’ affairs where the law touches 
a team of experienced trust department 


money and property. Stop in and meet the 
officers at The First National Bank of Chi- men in our Trust Department. You'll get a 
of the cago. Like all of the men in our Trust De- warm welcome—and the services you and 
—_ partment, he can help you handle any of your clients need. 

1 of the 


ate Ap- The Trust Department 
ago last JB 


yf whom 


for this ( The First National Bank of Chicago 


al ot Dearborn, Monroe and Clark Streets * Building with Chicago since 1863 
3s ago. 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


EsTATES § June 1969 








Three-Stage Planning for 


THe PROFESSIONAL MAN 


STATE PLANNING FOR THE PROFES- 
i sional Client is a three-fold pro- 
gram. It must deal with the young pro- 
fessional starting his career, with the 
established professional who has reached 
comfortable middle age, and with the 
professional approaching retirement. 

To discuss this program adequately 
in all its ramifications and stages, the 
New York Chapter of the American So- 
ciety of Chartered Life Underwriters 
recently convened a panel consisting of 
a lawyer, accountant, trust officer, insur- 
ance agent and — for the first time — 
investment counselor, at its Twelfth An- 
nual Estate Planners Day in the Hotel 
Statler, New York City. 

Participating panelists were Dr. Je- 
rome B. Cohen, Professor of Economics 
and Supervisor of Finance and Invest- 
ment at the Baruch School of Business 
and Public Administration, New York; 
Barton E. Ferst, partner in the law firm 
of Blank, Rudenko, Klaus & Rome of 
Philadelphia; John M. Grotheer, assist- 
ant vice president in charge of Estate 
Planning of the Chase Manhattan Bank; 
Don J. Summa, CPA, partner in the 
Accounting Firm of Arthur Young and 
Company, and myself. Moderator was 
Stuart A. Monroe, a member of the 
Bar as well as a chartered Life Under- 
writer. 

All of the panelists agreed on the ne- 
cessity of insurance early in the career 
of the professional, both as a protection 
for the family and as the foundation for 
an adequate estate that would aid ulti- 
mately in retirement plans. 


Discussion revolved around these 


three stages: 


1. The young professional, age 25 
to 30, who is married and has one 
child. He has no inheritance and his 
parents who have put him through 
school continue to help somewhat. His 
income is between $6,000 and $7,000 a 
year. 

2. The professional, age 40, mar- 
ried, with three children, and an in- 
come between $20,000 to $35,000 a 
year. His professional practice, with 
more than one partner, is valued be- 
tween $10,000 and $35,000. He has a 
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The author, who 
served as chairman 
of the Estate Plan- 
ners Day reported 
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educational back- 
ground which he has 
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teacher of courses for 
the American Col- 
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writers, 


York. A member of the Million Dollar 
Round Table, he has won the National Qual- 
ity Award from the National Association of 
Life Underwriters for the past ten years. 
He heads the firm Unterman Associates, 
Inc. in New York City. 





home worth $25,000 to $35,000, with 
a mortgage from $15,000 to $25,000. 
He has between $10,000 and $25,000 in 
securities and cash; mortgage insur- 
ance and between $50,000 and $100,000 
life insurance. 

3. The professional, age 60, whose 
children are grown. He has a profes- 
sional partnership interest of $30,000; 
securities and cash of $70,000, and 
$100,000 plus in life insurance. 


Dr. Cohen pointed out that an income 
of $6.000 to $7.000 would leave the 
young professional only about $328 to 
pay for certain needs after taking care 
of the basic necessities of housing, food, 
clothing, transportation, medical care, 
recreation and taxes. He listed these 
needs as: debts, emergency fund, insur- 
ance and a home. He suggested savings 
equal to about three months income for 
the emergency fund, term insurance of 
either $25,000 or $50,000 and a $15.- 
000 home. The annual premium on a 
$50,000 term policy, he pointed out, 
would come to about $250, which 
would leave less than $100 to cover sav- 
ings, interest and principal payment on 
a house, and payment of previous in- 
debtedness. 

Since the only estate the young pro- 
fessional has for his wife and child is 
his life insurance, my own suggestion 
for a minimum policy was $100,000 
term. I look at it this way. The young 
professional has two things to sell: his 
education and his time. To put a lawyer 


through college costs an average of 
$16,000; the cost of getting a basic 


medical degree comes to an average 
$27,500. These costs are borne |y the 
parents, in-laws, other relatives, or 
friends. 

If the young man dies the first loss 
is the investment in education. The sec. 
ond loss is time — the additional 30 to 


40 years of income-producing effort. A 
conservative estimate of this loss js 
$500,000. If the young professional dies 
it is evident that the loss is great indeed. 

Adequate insurance is necessary to 
protect the parents who put their son 
through school. They will also have the 
additional responsibility of supporting 
the widow and child if the young man 
dies. A $100,000 policy put into an in- 
surance trust — with perhaps the wife 
and a bank as trustees — will yield 
about $4,500 a year. Social Security 
benefits would bring the total to ap- 
proximately $5,500-$6,000 a year while 
the child is growing up. 

Our young man should not touch any 
of the $328 Dr. Cohen mentioned to pay 
for the $100,000 policy. I think he needs 


that sum for the emergency fund and / 


many other things that haven't been 
mentioned. The money should come 
from the same source as the funds he 
got to start his practice — from his 
parents or in-laws. Having spent $20, 
000 to $30,000 already, they should be 
willing to lend the young man an addi- 
tional $500 a year for the next three 
years he is building up his practice. The 
following results could be accomplished: 


e In case of death the cost of edv- 
cation and the needs of the family are 
met. 

e In case of disability the insurance 
remains in force at no cost (through 
waiver of premium). 

e In case he remains in good health 
the professional has an avtomatic 
built-in savings program by convert 
ing parts of term insurance and ty- 


ing in with a retirement progral 
later on. 

Trustee’s View 
Mr. Grotheer was in accord with the 
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idea ' borrowing to the fullest extent 
or hc ng someone help the young pro- 
fessic al buy as much insurance as he 
possi could. He suggested that the 
policy be put into a revocable trust and 
make ‘ne trustee the beneficiary of the 
life insurance rather than assign the 
policy. This gives the policyholder a 
flexib!~ position. 


One factor to be considered in con- 
nection’ with trusts, Mr. Grotheer point- 
ed out. was the possibility of the wife’s 
remarriage and the attitude of her in- 
laws who have helped finance the in- 
surance payments. In such an event they 
might want at least part of the income 
or trust to go to the child. Mr. Gro- 
theer’s recommendation was to have two 
trusts: marital deduction and residuary. 
This also would mean that the estate 
would pay no tax on $50,000 because of 
the marital deduction. He also advo- 
cated empowering the trustees to in- 
vade principal to help meet extraordi- 
nary expenses in the event of a financial 
emergency. 


Lawyer’s Role 


Mr. Ferst noted that the lawyer must 
anticipate these and other problems, 
such as: (1) whether the insurance our 
professional man has left for his chil- 
dren should help support children his 
wife has with a second husband; 
(2) provision for after-born children; 
(3) appointment of testamentary guar- 
dian, or who will raise the children if 
the wife should die with the husband 
in a common disaster. 

Differences, he said, must be ex- 
plained between the use of the settle- 
ment options, trusts, direct payment to 
the wife, the indirect payment that can 
be effected through the settlement op- 
tions and through the trust arrange- 
ment, and the drawing of a will to per- 
mit a personal representative to deal 
with his professional practice which is 
in itself a property value. 

In supporting Mr. Grotheer’s sugges- 
tion of a two-trust estate, Mr. Ferst said 
he would not divide such trusts down 
the middle but would give the wife 
enough in a marital trust to eliminate 
estate tax, and have the residuary trust 
with income to the wife until she _re- 
marries, and then to the children. 

In the event that a residuary trust is 
left to several children whose ages dif- 
fer by seven to ten years, Mr. Ferst 
pointed out, this could lead to unequal 
treatmen! for the children, because of 
the sums withdrawn at maturity ages. 
This would leave less to bring up 
Younger children and -the youngest 
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would wind up with far less than the 
older ones. To meet this contingency, 
Mr. Ferst advocated a family or sprink- 
ling trust, in which the trustee has the 
authority to use income and principal 
for the raising of the family, without 
regard to proportions, but rather to 
need. The division of the fund would 
not take place until the youngest child 
attained the specified age. 


Accountant’s Attitude 


Mr. Summa agreed on the need for 
maximum insurance at the earliest op- 
portunity but he thought it unrealistic 
in many cases to borrow to pay the in- 
surance premiums. Instead he suggested 
that the young professional invest all 
his savings — the $328 mentioned by 
Dr. Cohen — in insurance, since it 
would take him four or five years to set 
aside a three-month income in a savings 
account on the basis of a few hundred 
dollars a year. On the basis of what he 
was able to spend out of his extra funds, 
Mr. Summa estimated the young pro- 
fessional would be able to buy around 
$70.000 worth of term insurance. 

Mr. Summa also touched on another 
area — the need for a good basic ac- 
counting system. A simple record of time 
spent, unbilled fees, and fees collected 
is useful in making a practice a val- 
uable asset and one which might be sold 
to or merged with others, he pointed 
out. From a tax angle, he said, the cash 
method is preferable to the accrual 
method, for the obvious reason that the 
professional man has as much control 
as possible over billing and payment of 
expenses. 


The Middle-Aged Professional 


Turning to the professional men at 
age 40, Mr. Ferst made the point that 
professional activity is carried on most- 
ly in partnerships. The lawyer, he said, 
must consider the retirement, withdrawal 
and disability provisions in such partner- 
ships. In discussing these provisions 
with his partners the lawyer must be 
aware of the estate and income tax fea- 
tures, both to the withdrawing partner 
(or his personal representative) and 
the surviving partners. 

The big problem with professional 
partnerships, according to Mr. Ferst, is 
the fact that their inven’ory is the un- 
billed work, the work in process, and the 
uncollectible receivables. Mr. Ferst ex- 
plains to partners that in the event of 
death or withdrawal they have certain 
options. They can provide for a liquida- 
tion or for sale of a part interest. In 
any arrangements that are made, it 
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Experience with the financial 
affairs of thousands of fami- 
lies over the years has shown 
that life insurance should be 
a man’s first investment. For 
life insurance is the invest- 
ment that gives the family 
immediate protection . . . the 
investment that forms a solid 


foundation for the future. 
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must be realized that income for the 
year of death or withdrawal that has 
been earned but not yet collected, or 
payments for work in process, represent 
ordinary income to the recipient. Where 
goodwill is speci%cally mentioned, it 
would be a capital item. 

In partnerships, he said, it also is pos- 
sible on death or retirement of a partner 
to arrange payments so that they repre- 
sent income to the recipient and not tax- 
able income to the partnership that 
makes the payments. These can either 
be guaranteed payments or payments of 
a percentage of future profits. However, 
Mr. Ferst expressed doubt that this ar- 
rangement could be made in a two-man 
partnership where on death or with- 
drawal of one partner a sole proprietor- 
ship continues, since the Internal Rev- 
enue Code speaks in terms of the part- 
nership making payments. 

Other points in a partial checklist of 
things lawyers should consider, he add- 
ed, are: Goodwill in the partnership 
name; capital as represented in real es- 
tate, office equipment, drawings, etc.; 
continuance in practice of the withdraw- 
ing partner; continuing control by the 
retiring partner or representative of the 
deceased partner; life insurance and 
trust arrangements and the _ beneficia- 
ries; retirement plans; and disability. 

Insofar as insurance is concerned, it 
was Mr. Ferst’s idea that it should not 
only be in the nature of payout insur- 
ance but also insurance for such pur- 
poses as funding a guaranteed retire- 
ment arrangement, 


Leok to Retirement 


Mr. Summa’s comment was that the 
professional at age 40 should think more 
in terms of his own retirement and less 
in terms of providing a fund for the 
protection of his wife and children: he 
should think of trying to build up a 


fund to produce income over the period 
of his retirement when he will be in 
a lower tax bracket. 


In discussing some of the alternatives 
that should be considered in drawing 
up retirement plans, Mr. Summa men- 
tioned the pending Keogh Bill which 
permits up to $2,500 a year, or an 
overall total. of $50,000 — allowable as 
a deductible item — to be set aside in 
either a restricted retirement annuity or 
trust. 


A possibility the self-employed pro- 
fessional should think of, he said, was 
the use of some of his time to produce 
a tax-free annuity. Specifically, Mr. 
Summa mentioned teaching part-time or 
working for a hospital or clinic part 
time. Any of these institutions can buy 
our professional man an annuity, the pre- 
miums on which will not be taxable. By 
taking this step, the professional assures 
himself of income. which will be taxable 
at a later date. Although Mr. Summa 
acknowledged that such annuities are 
subject to limitation in amount, they 
represent for a man in a fairly substan- 
tial tax bracket a real tax incentive. 


Another possibility is to put invested 
funds into trust in some cases a 
revocable trust, depending on the family 
situation, and jn other cases making 
transfers to get the property permanent- 
ly out of the estate. This, said Mr. 
Summa, depends on the personal income 
and overall family income situation as 
well. 


Mr. Summa also pointed out that the 
Treasury has suggested that the estate 
tax exemption attributable to death 
benefits under qualified pension plans 
be eliminated. In talking to persons 
covered by such plans, he said, it should 
be remembered that some exemptions 
may no longer apply, in which case the 
need for carrying more insurance to 
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cover this shrinkage of estate « iould 
be considered. 
Insurance Picture 
It was the writer’s feeling tha! both 
personal and business insurance eds 


had to be re-evaluated at this staze of 
the professional’s career. 

The first concern should be to cop. 
vert as much of the term insurarice as 
possible to ordinary personal life. espe. 
cially if the professional had |ought 
association group. Most assoviation 
group policies terminate or dirinish 
after age 55; some terminate completely 
at 65. Therefore it is necessary to pom 
sider conversion in the forties so the 
holder will have insurance in later life, 

Since the middle age professionals 
will no doubt have variable assets such 
as stocks and mutual funds, he should 
offset them with a fixed dollar invest. 
ment such as ordinary life insurance. If 
he bought only $50,000 of insurance as 
a young man, this should be increased 
because his family is living on a $20,. 
000 to $35,000 standard and it would 
not be able to maintain a related stand- 
ard of living unless, of course, his prac. 
tice is worth $100,000 — a rare case — 
or he has other assets worth $100,000 
to $150,000. 

At this stage of his career, the pro- 
fessional should have between $100,000 
to $150,000 in personal life insurance. 
This, at 4% to 444% in an insurance 
trust, plus $2,000 to $3,000 Social Se 
curity income, would give his family 
between $7,000 and $9,000 a year. 

As for the business, there is no better 
basis than life insurance for making 
sure a family will be compensated for 
a man’s share of a partnership. Another 








thing to be considered is the tax-free | 


nature of life insurance. The parinership 
pays no tax on the proceeds and on 
continuation agreements, when the patt- 
nership continues an income to the de 
ceased partner’s estate or family, the in- 
come paid out by the partnership is 
furthermore tax deductible as far as the 
partnership is concerned. The tax saving 
for the surviving partners can be sub- 
stantial, depending on the tax bracket. 

Long-term disability insurance paid 
for by the firm, should also be carried 
By extending the waiting period as long 
as possible considerable savings can be 
made on premiums. 


Investment Program 


Once the professional has achieved 4 
good income, has his own home and 


(Continued on page 56°) 
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PROFIT PROSPECTS IN PENSION PLANS 


Compensation and Administration Policies 


JOSEPH R. GATHRIGHT 


Vice President and Trust Officer, Kentucky Trust Company, Louisville 


T Is JUST AS DIFFICULT FOR A MEDIUM 

size trust department in a medium 
sized city to earn a reasonable profit on 
pension and profit-sharing trusts as in 
any other phase of trust business. In- 
deed. due to several rather peculiar con- 
siderations, it may be even more diff- 
cut. 

The cost of acquisition of pension 
and profit-sharing trusts is relatively 
high. The subject is technical and com- 
plicated; consequently, if a trust depart- 
ment intends to seek this type of busi- 
ness aggressively, it must train or em- 
ploy some one qualified at least to speak 
the language intelligently. While it is 
not necessary to have an actuary on the 
payroll, it is essential that an experi- 
enced officer be afforded sufficient time 
to keep abreast of all current develop- 
ments, including the many rulings by 
the Internal Revenue Service. Experi- 
enced personnel usually means expen- 
sive personnel. In addition, pension 
prospects mature very slowly. One other 
hazard to which medium sized trust de- 
partments are peculiarly susceptible is 
the loss of existing plans to a metro- 
politan bank because of the merger or 
consolidation of the employer. 


Fortunately, there are favorable as- 
pects which offset these disadvantages. 
Under normal conditions, there will be 
a steady flow of contributions to the 
trust; and in all qualified plans, the 
earnings and profits of the fund are 
compounded taxfree. These two ele- 
ments combine to produce a growth 
factor which is little short of phenom- 
enal. As in most other trust functions, 
the compensation of the trustee is di- 
rectly related to the size of the fund 
administered. 

In addition, the investment and ad- 
ministrative functions in many of these 
plans can be somewhat less onerous 
than in some personal trust accounts. 
The investment officers can concentrate 
their efforts on the intrinsic merit of 





From address before Third Southern Trust Con- 
ference, Trust Division, A.B.A., St. Petersburg, 
Fla., May '3, 1960. 
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securities without being concerned with 
the problems of capital gains and tax- 
free interest. Also, since additions are 
made to the fund at regular intervals, a 
kind of dollar averaging investment 
program is incorporated automatically. 
On the administrative side, there is no 
necessily for the maintenance of a sepa- 
rate income account in many plans, tax 
reports are somewhat simpler, and there 
is less likelihood of time-consuming con- 
ferences for the solution of bene ‘ciaries’ 
personal problems. 

Perhaps one of the most attractive 
features of pension and profit-sharing 
plans is the fact that they can afford a 
“happy hunting ground” for personal 
trust business. The death benefits in- 
volved in many of these plans are quite 
substantial; if the disposition of such 
benefits is planned properly, they are 
granted preferential tax treatment under 
the Internal Revenue Code. What could 
be more natural than for a bank which 
is trustee of a pension or profit-sharing 
plan to volunteer assistance to the offi- 
cers of the employer in working out 
programs for the disposition of their 
estates — which may involve naming 
the bank as executor and trustee? The 
relationship developed through the pen- 
sion plan will have already enabled the 
bank to become acquainted with the 
companys management and afforded 
its officers an opportunity to become 
familiar with the service offered by the 
trust department. 


How to Develop the Business 


There is of course no magic formula 
which will enable a bank in a medium 
sized city to develop a large pension 
department. However, there are many 
ways in which such business can be en- 
couraged. First, it is essential to ob- 
tain the active cooperation and support 
of the bank’s top management. This 
may involve a rather lengthy educa- 
tional process because only if these offi- 
cers are convinced that pension and 
profit-sharing plans are beneficial, will 
they spread the word to the employers. 


Accordingly, the first prime prospect 
should be the bank itself. Until it has 
adopted an adequate retirement pro- 
gram, the trust department is in no 
position to recommend effectively the 
adoption of a similar program by others. 

It is fairly easy to determine the po- 
tential of pension and _ profit-sharing 
business locally. Most Chambers of 
Commerce maintain a fairly complete 
record of all business enterprises in the 
area. Any business which has over 50 
employees is definitely worthy of being 
placed on the prospect list. Direct mail 
advertising in the form of periodicals 
and pamphlets should be employed with- 
in budgetary limits. As in other phases 
of trust new business development, there 
is no substitute for the personal call. 

Personal acquaintance with other 
technicians active in the development of 
pension and profit-sharing plans can be 
most fruitful. Professional consultants 
offering actuarial services are eager to 
cooperate and should be encouraged to 
do so. Also, many life underwriters 
have “seen the light” and are now ad- 
vocates of the advantages of split fund- 
ing. Such plans need trustees, and there 
is no reason why the trust department 
cannot conscientiously recommend their 
adoption in some situations. 

Of course, the companies represented 
by the board of directors and the pres- 
ent customers of the bank are by far 
the best prospects. their 
solicitation, the assistance of associates 
in the banking department should be 
enlisted. They are familiar with the 
business status and problems of their 
depositors and often can furnish very 
valuable suggestions. Also, since they 
already have the confidence of the pros- 
pect, the presentation will be much more 
effective if it is actively supported by 
his financial adviser. 


However. in 


Acceptance and Discharge of 
Responsibilities 
In 1940, the Executive Committee of 
the Trust Division adopted a statement 
of policies for the acceptance of per- 
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sonal trust business. With only minor 
amendments, these same policies can be 
adapted to the acceptance of employee 
benefit plans. Thus, in my opinion, a 
trust institution is under no obligation, 
either moral or legal, to accept all em- 
ployee trusts that are offered it. Before 
accepting any such trust, the institution 


should be satisfied that: 


1. The employer is of good stand- 
ing, is engaged in a reputable enter- 
prise, and both intends and has the 
ability to provide the benefits specified 
in the plan. 

2. The trust is established for the 
exclusive benefit of the employees. 

8. The trust institution is qualified 
to perform all of the duties required 
of it under the indenture and can 
undertake the performance thereof 
without violating any law or standard 
of conduct applicable to fiduciaries 
generally. 

4, The trust institution will receive 
reasonable compensation for its serv- 
ices and the responsibilities assumed. 


In spite of the most careful scrutiny 
at inception, some plans may prove 
troublesome and even embarrassing to 
a corporate trustee. Unfortunately, a 
few employers seem to regard these 
trusts as personal agencies, and even as a 


source of capital funds for the mainte- 
nance and expansion of their business. 
Therefore, they do not hesitate to pres- 
sure the trustee to make unusual and 
unorthodox investments. Where there is 
an advisory committee and the inden- 
ture contains broad provisions exonera- 
ting the trustee from liability, it is some- 
times difficult to resist these pressures. 
Nevertheless, the trustee should remem- 
ber that after funds have been placed 
in the trust, they are held for the ex- 
clusive benefit of the employees and 
their beneficiaries. Consequently, in my 
opinion, a trustee should sever its con- 
nection with a plan rather than take 
any action which will violate its fiduci- 
ary duties to the employees, and should 
adhere to this practice irrespective of 
directives of advisory committees and 
exoneration provisions in the instru- 
ment. 


Determination of 
Fees and Costs 


The pension department must gener- 
ate reasonable profits if it is to contrib- 
ute to the healthy growth of the trust 
department as a whole. Accordingly, it 
is vital to establish adequate fees and 
hold costs to a minimum. In both of 
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these areas, each bank will have to ;ork 
out its own solutions but the expe: ence 
of other banks similarly situatec can 


prove very helpful. 
With regard to fees, I have tw: sug. 
gestions: First, although I know f no 


bank which follows the procedure {¢ the 
present time, I heartily favor che ging 
an inception fee at the time a p in jigs 
established. Both the life insurance com. 
panies and mutual funds have fo! owed 
this procedure for many years wi'h ex. 
cellent results. Inception fees wou d off. 
set to a substantial extent the wu: usual 


costs involved in the acquisition of this 
type of business. I feel that the a\ erage 
prospect, when properly informed, 
would not consider unreasonable an jin. 
ception fee of, say, 2 or 3 per cent on 
the first annual contribution. Second, | 
believe it is essential to establish real- 
istic minimum annual fees. Because of 
the growth factor inherent in_ these 
plans, almost any such trust will become 
reasonably profitable in time, but this 
does not help the situation in the early 
years. Only a minimum charge of sat- 
isfactory proportions can enable a bank 
to accept really small pension and prof- 
it-sharing plans without incurring losses 
during these first years. 


In the administration of small em. 
ployee benefit plans, a commingled fund 
established under Section 10(c) of 
Regulation F of the Federal Reserve 
Board can be highly advantageous. 
Most trustmen today are familiar with 
the very substantial economies which 
can be achieved through the operation 
of Section 17 common trust funds for 
personal trust accounts. A 10(c) fund, 
which incidentally does not impose a 
$100,000 limitation on_ participations 
and which is not subject to advertising 
restrictions, can effect these same econ- 
omies in the administration of pension 
and profit-sharing plans. My personal 
view is that a dual trust involving a 
separate fixed-income fund and an 
equity fund is preferable to a balanced 
account. The two funds afford much 
greater flexibility in investment policy 
and are tailor-made for split funding 
arrangements. 


I would not recommend that any me 
dium sized trust department neglect its 
personal trust section in the pursuit of 
pension business. However, with proper 
understanding, adequate fees, and rigid 
cost control, a profitable pension de- 
partment can be developed; and such a 
department will contribute materially to 
the healthy growth of the trust depatt- 
ment as a whole. 
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Economics for Bankers 


Public Education for Economic Growth 


THOMAS S. PRIDEAUX 


Vice president, United States National Bank of Portland, Oregon 


ASt YEAR THE AMERICAN BANKERS 
L Association created its Committee 
for Economic Growth Without Inflation. 
There is nothing new about the objective 
stated in its title. The new aspect is that 
the Committee is organized to promote 
a long-range journey, not just a report 
or a series of vaguely related projects, 
but a sustained program of public eco- 
nomic education. Development of this 
program by all bankers is long overdue. 

For years we’ve had in this country 
an active campaign for economic stagna- 
tion and inflation. Mr. J. Edgar Hoover, 
the House Committee on Foreign Affairs 
and on Un-American Activities can tell 
you all about that. It has long been the 
objective of the subversive elements in 
this country to (1) cause economic 
stagnation by deterring capital forma- 
tion and (2) demoralize us with infla- 
tion, thereby combining economic and 
psychological warfare. The attack upon 
capital formation is disguised as an 
attack upon “unconscionable business 
profits”, it being clearly understood that 
profits are a principal source of the 
capital formation essential to economic 
growth. Our enemies fan the fires with 
a pretended “solution” by inciting 
higher and higher wage demands in- 
volving prosecution of bitter class war- 
fare in the form of crippling strikes in 
key industries with consequent deteriora- 
tion of both production and morale. 
(The Strategy and Tactics of World 
Communism, published 1948 by House 
Committee on Foreign Affairs). 


Today, Mr. Khrushchev’s boast that 
he will bury us economically is based 
upon the premise that the democracies 
won't have the foresight and stamina 
to sustain voluntarily the policies of 
economic growth which the Russians 
will be required to sustain by edict. He 
might be right. As a matter of fact, he 
will be right unless we mobilize our 
people into a program of economic 
tealism: and that mobilization demands 


—_—_— 


From address to Annual Pacific-Northwest Con- 
ference o1 Banking, Washington State University, 
April 1960. 


lune 1960 


leadership. There is nothing spontaneous 
about public opinion. 


Labor’s Economic Policy 


Within our country there is a great 
surge of vigorous and imaginative eco- 
nomic persuasion waged in the politi- 
cal arena by organized labor. 

Labor’s consistent economic policy 
objective is best summarized in terms 
of its effect upon national income and 
expenditure accounts. Its objectives are 
to increase (as a percentage of national 
income) compensation of employees and 
government transfer payments, and to 
increase (as a percentage of national 
expenditure) consumer spending and 
government purchase of goods and serv- 
ices employed in welfare and social capi- 
tal programs. 

Implications of these changes are a 
reduction of business, rental, and inter- 
est income as a percentage of national 
income, and a reduction of expenditures 
for producers’ durable equipment and 
non-residential construction as a_per- 
centage of national expenditure. 

The ultimate objective is increased 
per capita consumption, which requires 
increased per capita production, which 
requires increased per capita capital ac- 
cumulation—which the program rejects. 

Progress in modern society, per- 
petually propagandized by powerful 
pressure groups, demands virile partici- 
pation in public persuasion by competent 
leadership. 


Where’s the Leadership? 


Last October, the executive officer of 
49 state bankers associations (Hawaii 
excluded) and the District of Columbia 
were asked to identify their association 
officer or committee chairman in charge 
of political and/or economic education. 
Only eight states reported any identifi- 
able activity, Pennsylvania being the 
only one with an integrated program. 

In a sampling survey conducted to 
determine the level of activity in 120 
banks having students at the Graduate 
School of Banking, only 48 identified 


desirability of providing thought leader- 
ship in public economic education as 
either expressed or implied in their 
bank’s basic policy formulation. Thirty- 
three banks advised that officers had 
made no public appearances during the 
year. 

Certainly there are among us those 
Fifth Amendment capitalists who de- 
cline to answer the most important ques- 
tions of our time lest they incriminate 
themselves in the mind of a valued cus- 
tomer or a segment of the population. 
A few others are simply preoccupied 
with menial tasks or suffer from such 
soporific afflictions as “phantom fatigue” 
or “tired blood.” 

Meanwhile, a great host of bankers 
are informed and interested — but in- 
active. In an area wherein opposing 
schools of thought vie for leadership, 
with their devious doctrines and dogma 
of the day, conflict cannot be avoided: 
reluctance to plunge brashly into a 
strange contest is understandable. 

The “meanies” in the contest are often 
chaps with enchanting personalities. The 
typical inflationist is gay and carefree; 
he whistles a merry tune, and I just 
happen to have a copy of his sheet 
music—“The Money Tree.” 

With inflation, much of what is called 
“income” tax is truly a tax extorted on 
the basis of price changes due to govern- 
ment’s own irresponsibility of maintain- 
ing a stable currency. When tax is levied 
upon price changes rather than real in- 
come, we have a plain and simple case 
of confiscation of property without due 
process of law. 


Seductive Semantics 


Another charming quality of our so- 
cialist prototype is his virtuosity with 
semantics, and he has succeeded in 
turning democracy’s key words against 
free enterprise. Economic liberalism was 
born as the concept to free the individual 
from government intervention and con- 
trol. Today a “liberal” is one who advo- 
cates government domination and even 
operation. Despite the twist, we are still 
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attracted to the word because we identify 
it with Santa Claus. 

Not so long ago, “freedom” was used 
in the context of freedom of the indi- 
vidual to enterprise. Now the word is 
used to tout freedom from responsibil- 
ity. From the days of the New Testa- 
ment to modern times, “equality” as ap- 
plied to distributive justice referred to 
equality of proportion — to each accord- 
ing to his accomplishment; but the 
twisted term now implies according to 
his need.” 

Many of his arguments appear as 
prime a priori judgments because of 
slick semantic subterfuge. A superb ex- 
ample is the argument for a steeply 
graduated income tax. Due to the irregu- 
lar mathematical progression which 
characterizes the graduated tax table, 
the tax is called a “progressive” tax. Im- 
mediately the term is snatched from its 
mathematical context and identified with 
social progress. Thereupon the antonym 
“regressive” is trotted out so any tax 
that is not steeply graduated becomes 
a “regressive” tax! Who would vote for 
a “regressive” tax with its connotation 
of social deterioration and economic 
decay? 

We loathe the Communists; but we 
must admit that their genius for captur- 
ing the imagination of hundreds of 
millions of people is phenomenal. In the 
Eurasian Continent alone, 822 million 
people have been enslaved by less than 
20 million Communists. Greater evidence 
of their effectiveness lies in the fact that 
organized opposition against them not- 
withstanding, by 1956 a mere 4 million 


card-carrying party members in the Free 
World controlled some 26 million votes 
and 477 legislative seats in Free World 
governments! 

Stalin declared, “Theory becomes the 
greatest force in the working-class move- 
ment ...; for it, and it alone, can give 
the movement confidence, guidance, and 
understanding. . . .” In his forward to 
Witness, Whitaker Chambers explained 
the Communists’ relentless drive; “Their 
power, whose nature baffles the rest of 
the world because in a large measure 
the rest of the world has lost the power, 
is the power to hold convictions and to 
act upon them.” 

In significant measure, organized 
labor has achieved motivation by garb- 
ing its policies in the robe of spiritual 
righteousness. Labor’s literature is load- 
ed with the theme that religion and 
labor belong together. In its pamphlet 
Religion and Labor the AFL-CIO asserts 
identification with religion from Adam 
to the Atomic Age. 


Organization for Training 


Those now exercising leadership on 
economic policy formulation are well 
trained. During 1956 and 1957 over 300 
labor institutes, conferences and sum- 
mer schools of four or more days dura- 
tion were conducted by AFL-CIO unions 
or with their cooperation. During the 
summer of last year over 130 summer 
institutes were sponsored by AFL-CIO 
affiliates, mostly one-week residence 
sessions, many conducted at state uni- 
versities. 

The effective opinion leader is one of 
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the people described in COPE’s Ho’ To 
Win as a man “willing to work and _ tick 
with the organization when the sur mer 
soldiers and sunshine patriots st: ~ at 
home.”, 

Most arguments against plans to or. 
row from tomorrow are based upc ; its 
illegality, immorality, or imprud nee. 
However, borrowing from tomorr: wy j 
not illegal, it is not immoral, and it j 
not imprudent — it is impossible We 
can not borrow from tomorrow be: ause 
everything we have is paid for in terms 
of the only real means of paymeri: the 
moment it is produced; we can not 
borrow a paper clip from minerals not 
yet drawn from the earth, from human 
effort not yet made. or tools noi yet 
used. 


Ss 
S 


Upside-Down Economics 


A terse statement of the theoretical 
basis of free enterprise is so long past 
due that many of us have charged it off; 
but it must be restored to the active 
ledger. 

I submit that the basic premise of 
democracy is: The greatest good derives 
from realization of individual inner- 
motivated ambition and enterprise in 
harmony with the moral and ethical 
precepts of Western spiritual leadership. 


Translated to social institutions, the 
qualities of enterprise beget concepts 
of personal liberty, private property, and 
sanctity of contract, which imply free- 
dom of thought, freedom of expression, 
freedom of worship and freedom from 
confiscation. Result of the system so con- 
ceived is freedom from fear and from 
want. Observe what happens when the 
process is inverted and “freedom from 
want” is the major consideration. This is 
the Socialists’ upside-down viewpoint 
which starts with confiscation and ends 
with neither ambition nor enterprise. 

Cooperation among segments of the 
economy is jeopardized by inflation be- 
cause it does not affect all segments 
equally, and as is true when all scramble 
for high ground during a flood, some 
heads get stepped upon as the instinct 
for self-preservation overwhelms all 
other motivation. Labor 
farmers and _ fixed-income 
mobilize against each other. 

When inflation erodes credit instru- 
ments, it strikes stealthily but inexorably 
at property rights just as it does when 
it collects an income tax upon price 
increases due to declining money value 
rather than upon real profit. 

Most contracts involve a debtor-credi- 
tor relationship recited in dollar-: but 
when the value of the money de-lines, 


management, 
segments 


TRUSTS AND EF: TATES 











=" = @& -F mete ef mf mc ww at © ss ea lw 


ru- 
bly 
nen 
“ice 
lue 


edi- 
but 


nes, 


TES 














the _rue contractual relationship between 
the parties is nullified, so sanctity of 
coniract is subverted. 


Keep Abreast of Issues 


The most humiliating military defeats 
have been suffered from failure to de- 
velop sufficient enemy information. The 
same principle holds in economic de- 
bate. The banker must study anti-busi- 
ness publications continuously. Merely 
reading commentaries is not enough. No 
one can understand Shakespeare by 
reading reviews of his plays. Source 
material provides a means of disarm- 
ing critics who hold to the adversary’s 
conclusions but are less familiar with 
the arguments and gives a forewarning 
of problems yet to mature, particularly 
in the political arena. 

Much of the Joint Economic Com- 
mittee Report of January, 1960 came as 
no surprise to students of AFL-CIO 
economic policy recommendations since 
the 1955 convention. As a matter of fact, 
certain tax “reforms” recommended by 
the Committee are not only drawn from 
labor’s recommendations — they appear 
in the same order! The entire majority 
report carries strong themes recognized 
as “testimony” presented to the Com- 
mittee February 9, 1959 by Walter 
Reuther and otherwise publicized by 
the Conference on Economic Progress, 
a front organization of which Mr. 
Reuther is a National Committee mem- 
ber. 

For some mysterious reason, other- 
wise sophisticated citizens resent the 
study of semantics as though it were 
something occult. These boys aren’t 
winning many arguments these days. 
After all, most of our thinking is verbal: 
so much of our reasoning process tends 
to follow word connotations. The psy- 
chiatrist reveals personality traits with 
free-word and controlled-word associa- 
tion tests. It is our job to give them the 
right connotations, particularly the key 
words. 

Equally important is avoidance of 
semantic bobby-traps upon which 
spokesmen for free enterprise have un- 
wittingly destroyed themselves, We use 
the term “increased labor productivity” 
when we mean “increased productivity 
of capital.” The word “needs” is often 
submitted for “aspirations.” So it goes. 

Inflationists, seeking to discredit the 
use of appropriate monetary measures 
to repel inflation, invented the phrase, 
“Federal Reserve tight money policy.” 
The common interpretation achieved was 
that the Federal Reserve Board had de- 
liberately caused tight money. There- 
upon, only a slight embellishment was 
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needed to develop a synonym: “Federal 
Reserve High Interest Rate Policy.” 
This term receiving common currency, 
it was no problem to “identify” the 
Board with collusion in a conspiracy to 
develop great profits for bankers at the 
expense of home purchasers, small busi- 
ness men, and “those least able to afford 
high interest payments.” As though this 
mischief were not enough, subsequent 
changes in discount rates were identified 
as “sudden and severe changes in 
policy,” thereby imputing a capricious 
characteristic to Board action. 


Tight Money and Loose Minds 


Almost immediately bankers and busi- 
ness men adopted usage of one or more 
of these terms from the Socialists’ 
scheme of reference. A member of the 
New York Stock Exchange with offices 
coast to coast and overseas has repeat- 
edly referred to Federal Reserve “tight 
money policy” in its daily newsletter. 
Despite the fact that the discount rate 
is not a penalty rate and is often below 
bill rates during periods of tight money, 
innumerable business and banking 
spokesmen have alluded to the discount 
rate as a “reason” for rising interest 
rates — even the cause of tight money. 

For some mysterious reason, no gen- 
eral effort has been made to explain the 
simple facts of life that (1) tight money 
is not a policy but a sitwation and (2) 
that Federal Reserve policy is to help 
maintain the money supply in harmony 
with the velocity of its use and the level 
of economic activity and promote com- 
petitive enterprise and the general wel- 


fare. The policy does not change; but 
the measures utilized in its implementa- 
tion must vary with the economic cli- 
mate — just as one employes the furnace 
or the air conditioner. 

Succumbing to the Socialists’ terms of 
reference obscures the facts with the 
pink fog of semantic seduction. 

Anti-business organization is typically 
monolithic, respects authority at the top, 
and enforces strict discipline and super- 
vision. Organized banking, on the other 
hand, requires leadership at every 
echelon and enthusiastic voluntary co- 
operation among all elements. It is a 
test of real democratic processes. 


The Go-it-Alone Banker 


Happily, absence of institutional sanc- 
tion or organizational support is no 
particular bar to individual achievement. 
Real grass-roots education depends upon 
individual achievement in the church, 
P.T.A., lodge, Boy Scout troop, and the 
home. The Communists know this and 
are tireless in their infiltration of fra- 
ternal organizations, social clubs, League 
of Women Voters, toastmasters and 
toastmistress clubs, school boards, li- 
brary committees, professional organi- 
zations, and youth, racial, and church 
groups. In its political education hand- 
book, How to Win, the AFL-CIO stresses 
participation in community and civic 
affairs. 

Often a fifteen minute conversation 
with a clergyman, legislator, or teacher 
will be more effective than a year’s daily 
bombardment with leaflets, pamphlets 

(Continued on page 594) 
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CEMENT Has PRESENT PROBLEMS — 
Goop FUTURE 


Cement manufacturers this year are 
faced with several problems which have 
caused shares of leading producers to 
record a sub-average market perform- 
ance. While elimination of all these 
problems in the near future is not fore- 
seen, present prices for most cement 
equities overdiscount these uncertain- 
ties. Although it does not appear that 
cement issues will perform any better 
than the overall market over the near 
term, selected equities now offer ex- 
cellent value for long range. 

Productive capacity since World War 
II has increased steadily to accommo- 
date forecasts of growing demand for 
this basic building material. The recent 
expansion program got underway in the 
mid 1950’s when shortages in some 
areas allowed operations at virtual 
capacity for several years. This desire to 
expand was not only caused by the post- 
war building boom but also by actual 
reduction of capacity during the 1930's. 

Not since the frenzied construction 
pace of the 1920’s had the industry 
shown any inclination to increase pro- 
ductive capacity. During that decade 
over-optimism allowed capacity to climb 
to 266 million bbls., a figure not ex- 
ceeded until 1950. With the lag of 
building in 1928-29 and the collapse of 
the economy during the early 30's, 
cement makers faced one of the bleak- 
est markets imaginable. On top of this, 
most producers were inadequately fi- 
nanced and many with sizeable debt. To 
say the least, competition during the de- 
pression was chaotic. This period left 
its impression on management think- 
ing, and even today company officials 
are rather conservative in mapping ex- 
pansion programs. 

Some industry observers who have 
commented on over-expansion may 
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have had ulterior motives. While pos- 
sibly correct about present pessimism, 
these forecasts may have been made 
with the thought of dissuading competi- 
tors from entering into expansion pro- 
grams. However, even the most pessimis- 
tic predict that by 1962 over-capacity 
will no longer be a major problem and 
that demand by the mid-1960’s for ce- 
ment will again force plant additions. 

In discussing overcapacity it must be 
realized that this is a seasonal busi- 
ness, especially in the north. While 
theoretically the industry can operate at 
100%, for practical purposes a rate of 
something less than 95% of capacity is 
the expected norm. 


PORTLAND CEMENT PRODUCTION 
SINCE WORLD WAR II 


Average 

Capacity realized 

Dec. 31 Shipments price per 
— Millions of Barrels — barrel 

1959 410.00 _.__.. 330.00 $3.28* 
1958 402.79 _....... 307.07 3.25 
1957 380.39 _...._.. 289.70 3.18 
1956 349.44 308.68 3.05 
Hao. Sibsoo' 292.77 2.86 
1954 298.03 274.87 2.76 
1953 291.80 ____. 260.88 2.67 
1962 28401 251.37 2.54 
1951 281.53 __.__.. 224.15 2.54 
1950 268.27 —..... 227.76 2.35 
1949 258.95 ___ 206.08 2.30 
HOSS. (2ae27 ........ 204.30 2.18 
1947 249.11 _..... 187.49 1.90 
1946 241.62 _____.. 169.57 1.72 

*Estimated. 


Competition among cement producers 
is normally local as low selling price per 
barrel makes it uneconomical to ship 
great distances. An average company 
ships within a radius of 300 miles from 
its plant. In the past few years due to 
overcapacity abroad and rock bottom 
tramp steamer rates, some foreign ce- 
ment has been shipped here. Domestic 
producers along the eastern seaboard, 
while not severely hurt by this infiltra- 
tion, have been forced in certain areas 
to reduce prices to meet this competi- 
tion. There has been some question 
whether this foreign product is being 
dumped at lower prices than in its home 
country; if this can be proved, then this 
problem will be largely eliminated 
through government anti-dumping laws. 


In the past several years another 
source of competition has been from 
some of the larger redi-mix concrete 
manufacturers which have chosen to in- 
tegrate their operation vertically by 


- building or buying cement facilities. To 


combat this, cement companies may 





have to resort to making redi. nix, 
cement blocks and precast structur~s. 

Only a few years ago cement was on- 
sidered primarily a bonding and sigh. 
way surfacing material with most ! ome 
and industrial uses confined to founda. 
tion and brickwork. In the past d«cade 
innovations within the industry have led 
to many new uses, some still in 
infancy. 
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ESTIMATED CEMENT USEs 1959 
Highway 25% 





Non residential construction ____ 25 
Residential construction 15 
Pabne Utilities 10 
Municipal sewer, construction, 

Water €tc, ....... as & 
Military, farm and other 17 


Some newer uses for cement with sig- 
nificant promise for the longer range are: 

1. Prestressed concrete. Here tension 
is placed on steel bars imbedded in 
cement, increasing the strength of the 
beam significantly. This process is re- 
ceiving increased attention for beams 
and slabs in highway bridges and in 
industrial construction. 

2. Architectural concrete, which has 
received its most effective support from 
Edwin Stone, the well known architect, 
is one area really in its infancy. Con- 
crete until recently was used in building 
for utility, not for beauty. With archi- 
tects designing with cement as the basic 
material, its future is impossible to pre- 
dict. 

3. One new application is in concrete 
shell roofs. A thin shell shaped concrete 
roof can cover large areas without in- 
ternal supports. This type construction 
has been used more in Europe than in 
this country. 

4. Other precast and prestressed ap- 
plications have lent this material in- 
creasingly to large office and industrial 
projects. It is now possible to build 60 
story buildings using concrete anc steel 
jointly, rather than steel alone, as the 
structural frame. 

Over and above present uses, the 
cement industry will continue to benefit 
from huge federal and municipa! capi- 
tal expenditures. Highway 
offer an ever expanding outlet, not only 
in miles of highway but also in specifi- 
cations. Today’s super-highways require 
substantially thicker concrete ro:dbeds 
to accommodate modern heavy truck 
loads. Super-highways are also fay more 
complex with cloverleafs, viaduc's and 
junctions using a great deal of co crete. 
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Airpoits are being overhauled to ac- 
comiodate jet aircraft with lengthened 
and }beefed-up runways. Military uses 
will ;:obably grow at a rapid rate with 
hardened ICBM bases using under- 
grou! silos. Public works uses in flood 
contro! and water conservation are also 
bound to increase. 

The industry’s invasion of other sec- 
tors of the construction industry can 
also be expected to continue, possibly at 
an accelerated rate. One fascinating 
aspect about handling cement in build- 
ing projects, in contrast to many other 
materials. is the lower man hours to 
complete a specific job. The fact that it 
can be poured rather than nailed, bolted 
or welded makes it adaptable to future 
automation in the construction field. 

In 1957 the United States Supreme 
Court refused to review a lower court 
ruling on the Dragon Cement Case and 
the industry started to compute deple- 
tion based on the finished price of 
cement at the plant site. Depletion was 
previously based on value of the lime- 
stone before it entered the kiln. This 
change in depletion which most com- 
panies have adopted not only was ap- 
plicable to 1957 and future years but 
companies have filed for tax refunds for 
1951-1956. If the companies receive 
these refunds (and most observers feel 
they will) it will in many cases amount 
to a figure approximating 1957 earn- 
ings. 

However. this extremely advantageous 
tax windfall may be eliminated through 
new legislation and this has concerned 
industry observers. Any revision, how- 
ever, would affect cash generation in the 
future and not net earnings after taxes. 
which actually would improve moderate- 
ly. 

Of the industry’s problems today. 
none are permanent and the future is 
certainly promising. While demand 
for cement and concrete products dur- 
ing this decade will at times run be- 
low capacity, present capacity will prove 
inadequate by the mid 1960's. Although 
near-term trading opportunities in ce- 
ment equities are unlikely, commitments 
may be made for the one to two year 
play. These issues are close to the lows 
of the past several years and are con- 
sidered attractive for long term gains. 

For the patient investor seeking in- 
come and growth, there are Ideal Ce- 
ment or Marquette. As an issue offering 
above average value at an overly de- 
pressed price, North American has ap- 
peal. 

DoNALD VON WEDEL 
HEMPHILL. NOYES & CO. 


June 1960 





e Graduate fellowships leading to a 
Master’s degree in Business Administra- 
tion at American University and George 
Washington University and to a Master’s 
degree in Economics at Georgetown Uni- 
versity have been established by Ameri- 
ean Security & Trust Co., Washington, 
D. C. Each fellowship is for two years 
and $2,000 each year, with another $500 
going direct to the university. 








YALE & TOWNE 
: 289th Quarterly Dividend 


371/2¢ a Share 
Payable: 
July 1, 1960 


Record date: 


June 14, 1960 


Declared: 


May 26, 1960 


Elmer F. Franz 
Vice President 
and Treasurer 


THE YALE & TOWNE Mra. co. 
Lock and Hardware Products since 1868 
Materials Handling Equipment since 1875 
Cash dividends paid every year since 1899 




























Public Service Electric 
and Gas Company 


NEWARK,.N. J. 














QUARTERLY DIVIDENDS 


The Board of Directors has de- 
clared the following dividends 


for the quarter ending June 30, 
1960: 


Class of Dividend 
Stock Per Share 
Cumulative Preferred 
4.08% Series . . . . $1.02 
4.18% Series .... 1.045 
4.39% Series .... 1.075 
5.05% Series o « “Saees 
$1.40 Dividend 
Preference Common . .35 
Common... ee .45 


All dividends are payable on 

or before June 39, 1960 to 

stockholders of record May 31, 
1960. 

J. IRVING KIBBE 

Secretary 
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KING SIZE CIGARETTES 





New York, May 18, 1960 





DIVIDEND NOTICE 


Regular quarterly dividend of $1.75 per share on the Preferred 
Stock and regular quarterly dividend of $.55 per share on the 
outstanding Common Stock of P. Lorillard Company have been 
declared payable July 1, 1960, to stockholders of record at the 
close of business June 3, 1960. Checks will be mailed. 


FIRST WITH THE FINEST CIGARETTES—THROUGH LORILLARD RESEARCH 





> 1160_F- 


OLD GOLD STRAIGHTS KENT 
Regular Regular 
King Size 

OLD GOLD FILTERS 


King Size 

Smoking Little 
Tobaccos Cigars 
BRIGGS BETWEEN 
UNION LEADER THE ACTS 
FRIENDS MADISON 


INDIA HOUSE 





a eet 
Spal Pfilard:200¢ funiwvasary 
: TWO HUNDRED YEARS OF TOBACCO EXPERIENCE 


Cigarettes 


King Size 
Crush-Proof Box 


G. O. DAVIES, Treasurer 


— 


NEWPORT 
King Size 
Crush-Proof Box 


SPRING 
King Size 


EMBASSY 
King Size 
Chewing Turkish 
Tobaccos Cigarettes 
BEECH-NUT MURAD 
BAGPIPE HELMAR 
HAVANA 
BLOSSOM 





Seattle Public Library 





JUN 28 1960 



















last year we provided 





solutions to the problems of 


Estate Portfolio Distribution 








In 1959 we sold 83 large blocks* which were owned by 
individuals and corporations other than the issuer. 

Our successful, economical handling of their dis- 
tribution and sale was based on our skill in isolating 
the proper market for the type and number of secur- 
ities held—and in making the most effective use of it. 

In volume of offerings, in variety of size and nature 
of issues handled, and in the appropriateness and 
success of selling techniques, we have won a position 
as a dynamic leader in the marketing of large blocks 
of stock. 

Many of the blocks were Secondary Offerings. In 
order to have maximum success, secondaries require 
national coverage, facilities, distribution and the 
ability to place stocks in the hands of strong indi- 

















vidual and institutional buyers. 

We are also thoroughly familiar with a wide variety 
of techniques for selling blocks of stocks on the floors 
of national stock exchanges, and through private 
placements. 

If you are facing problems of distribution and sale 
of an investment portfolio belonging to an estate or 
trust, a corporation or yourself, we believe we can 
help. We'll offer you broad knowledge and experience 
in determining how, when and where to use which- 
ever method is best for you. Our partners would be 
glad to discuss your particular situation at your con- 
venience. Call or write the Resident Partner in the 
Kidder, Peabody office nearest you. There is no 
obligation. 




















*A PARTIAL LISTING 





Number Number Number 
of Shares Comnany of Shares Company of Shares Company 

27,000 American & Foreign Power Company Inc. 5,000 B. F. Goodrich Company 4,800 Rochester Gas & Electric Corporation 
114,400 AMP, Incorporated 15,000 Great Atlantic & Pacific Tea Company, Inc. 90,000 William H. Rorer, Inc. 


10,000 Associated Dry Goods Corporation 6,500 Hazeltine Corporation 100,000 Salant & Salant, Incorporated 
98,000 California Liquid Gas Corporation 6,100 Idaho Power Company 225,000 Sawhill Tubular Products, Inc. 
8,300 Continental Oil Company 110,000 Levine's, Inc. 100,000 The Scott & Fetzer Company 
100,000 Electronic Engineering Company 6,000 Libby-Owens-Ford Glass Company 7,500 Southwestern Public Service Company 
of California 170,682 Lock Joint Pipe Company 5,000 Spencer Shoe Corporation 

217,490 Ennis Business Forms, Inc. 9,400 Mission Corporation 24,500 Square D Company 
230,000 Financial Federation, Inc. 130,000 Moog Servocontrols, Inc. 43,067 Standard Packaging Corporation 
5,100 General Electric Company 8,000 National Tea Company 90,000 Trans-Sonics, Inc. 
325,000 Gibraltar Financial Corporation 120,000 New Hampshire Ball Bearings, Inc. 379,000 Waddell & Reed, Inc. 
of California 15,000 Newport News Shipbuilding & Dry Dock 
Company 











Kipper, PEABODY & Co. 


FOUNDED 1865 


Members New York, American, 
Boston, Philadelphia-Baltimore, 
Midwest and Pacific Coast Stock Exchanges 


New York 5 - 17 Wall Street - HA 2-8900 - New York 17 - 10 East 45th St. - MU 2-7190 


Boston 10 - 75 Federal Street - LI 2-6200 - 
Los AncELEsS 14 - 210 W. 7th Street - MA 8-3271 
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PHILADELPHIA 9 - 123 So. Broad St. - KI 5-1600 + 
- San Francisco 4 - 140 Montgomery Street - EX 7-4900 


TRUSTS AND ESTATES 








Cuicaco 3 - 33 So. Clark Street - AN 3-7350 
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TrustEED PENSION FUNDS 
ApovE $25 BILLION 

At the end of 1959, trusteed corpo- 
rate pension funds in the United States 
had registered a record increase of 
$3.2 billion during the year to place 
total assets, at book valuation, at some 
$25.3 billion. These figures compare 
with $2.8 billion and $22.1 billion, re- 
spectively. at the close of the previous 
year, both compiled by the Securities 
and Exchange Commission in its annual 
study of this field. 

The SEC survey in its breakdown by 
investment categories of market valua- 
tion shows a substantial decline in fixed- 
income securities as compared with 
greater appreciation in equities. Total 
assets at book of $25.3 billion were 
valued by the markets at $28.2 billion, 
a rise of $3.6 billion for the year, of 
which $12.3 billion (44% ) was in com- 
mon stocks vs. 39% in 1958. The con- 
tinuing emphasis upon stocks is evident 
in the placement of 50° of net re- 
ceipts in this category, considerably 
more than any previous period, with 
purchases of $2.1 billion and sales of 
$500 million, or a net gain of $1.6 bil- 
lion. In fact, taken at the market, the 
funds’ holdings of equities surpass for 
the first time the worth of their corpo- 
rate bonds. 

The importance of the pension funds 
in capital markets is also highlighted by 
the SEC tabulation showing that they 
bought more stocks than any other 
group, being the equivalent of 38° of 
net new equity issues. Nonetheless, to 
set at rest recurring fears of undue con- 
centration of power in management con- 
trol or influence, the report states that 
fund holdings of American corporations 
represent only 3% of outstanding 
shares, In the corporate bond field, ac- 
quisitions have declined in the past two 
years, but 1959 net purchases of $1.1 
billion represent close to one quarter of 
het supply of new issues. 

Although mortgages as a medium for 
pension funds have long been a contro- 
versial topic for obvious reasons, it is 
interesting to see that their totals have 


June 1960 

















risen from $146 million at the 1955 
year-end to $576 million at 1959, This 
last figure represented a gain of $171 
million for the year and indicates that 
some managers are intrigued with the 
superior returns to be had in this field. 
at least for nominal commitments. 

The rate of return on pension fund 
investments for the year just concluded 
was 3.6'c, slightly below the 3.67% of 
1958, due to declining common stock 
yields which more than offset rising re- 
turns in the fixed-income sector. This 
information not included in the 
survey one year ago and it is interest- 
ing to note that 1959 results were bet- 
ter than the 3.39% of 1956 but, again. 
slightly below the 3.69% of 1957. 


was 


Discount Rate Dies to 314% 


The reduction on June 3rd in the dis- 
count rate of the Philadelphia and San 
Francisco Reserve Banks to 314% was 
less notable in its retreat from the top 
4“ ‘level initiated last September than 
in the reason cited for the Board’s ac- 
tion, namely, emphasis upon ebbing of 
inflationary psychology. It is only nat- 
ural, in view of the unexpected deteri- 
oration in some business indices since 
the turn of the year and the jittery per- 
formance of many old-line blue chips on 
the stock exchange, that the FRB should 
be at some pains to stress its confidence 
in the soundness of the economy and its 
conviction that credit controls could 
therefore be eased somewhat. The new 
rate became effective at the other Banks 
within the next ten days, leaving ap- 
proximately a one point gap above 
short-term rates. While the new rate 
closes some of the short-term gap, more 
than half a point still remains. 

No doubt the Board also considered 
the same-day rise from 4% to 5% by 
the West German Federal Bank in light 
of the effects steady or rising rates 
abroad may have on the flow of dollars 
or gold out of this country. The picture 
on balance, however, must have forced 
the conclusion that the discount rate was 
unrealistically high as compared with 
the easier money market tone. 


Whether the new rate heralds a re- 
duction in the 5‘@ prime rate brought, 
as usual, varied reactions from com- 
mercial bankers who naturally look to 
the loan portfolio as a prime income 
source. Barring reversal in basic con- 
ditions, it appears inevitable that down- 
ward adjustment in this rate is in the 
cards in a matter of weeks. 


SreapyY As SHE GOES 


Since remarking in this column two 
months ago the more restrained tone 
in business expectations and hopes for 
a pickup in consumer spending to take 
up the slack due to apparent replenish- 
ment of inventory pipelines, signs of 
some improvement have become evident. 
The Federal Reserve Bank of New York 
reports that April consumer spending 
rose smartly, with retail stores at record 
levels and motor car sales also on the 
plus side, approximately 14% ahead of 
1959. Dealers are complaining, however, 
of lower profit margins on compact car 
sales and a sticky used car market with 
lower price tags. These twin flies in the 
ointment are laid at the doorstep of the 
industry’s new baby which beyond any 
doubt has introduced factors not yet 
thoroughly evaluated by Detroit. 


Total construction figures reported by 
F. W. Dodge Corp. for the first four 
months are down 8° from 1959, with 
a 19% decline in residential building 
the principal culprit. This source, how- 
ever, terms the recent trend as “quite 
encouraging” and showing a steady re- 
covery since February: furthermore, the 
fact that April was 11% below 1959 
should be considered in the light of that 
month having been the highest April 
on record and the best single month on 
a seasonably adjusted basis. Mortgage 
money has been more available than last 
fall but it is still tighter than a year 
ago. 

Also on the constructive side is first 
quarter business spending for plant and 
equipment, about 5% above a year ago, 
with the latest McGraw-Hill survey look- 
ing for a 16% gain for the entire year. 
Some commentators have felt that, even 
if the lofty total of $38 billion is at- 
tained, the economy will be less bene- 
fited if the accent is, as expected, two- 
thirds upon improved production effi- 
ciency and only one-third upon more 
bricks and mortar. 

The abortive Paris conference has not 
yet triggered increased spending for de- 
fense but it is a foregone conclusion 
that the odds favor no reduction in this 
area and the possibility of additional 
programs cannot be ruled out. At this 
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Atlas Corporation 
33 Pine Street, New York 5, N. Y. 


sen 


May 17, 1960 







on 5% Cum. Preferred Stock 


e Regular quarterly of 25¢ 
per share 


e Payable June 15, 1960 
» Record June 1, 1960 


WALTER G. CLINCHY, 
Treasurer 





TEXAS GULF 
SULPHUR 
COMPANY 


155th Consecutive 
Quarterly Dividend 


The Board of Directors has declared a 
dividend of 25 cents per share on the 
10,020,000 shares of the Company's 
capital stock outstanding and entitled 
to receive dividends, payable June 15, 
1960, to stockholders of record at the 
close of business May 31, 1960. 
E. F. VANDERSTUCKEN, JR., 
Secretary. 
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Southern California 


Edison Company 


: 


. 
a 


DIVIDENDS 


The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 


ORIGINAL PREFERRED STOCK 
Dividend No. 204 
65 cents per share; 


CUMULATIVE PREFERRED STOCK, 
4.32% SERIES 

Dividend No. 53 

27 cents per share. 





nearer 
ei 


The above dividends are pay- 
able June 30, 1960, to stock- 
holders of record June 5. 
Checks will be mailed from 
the Company's office in Los 
Angeles, June 30. 


P, C. HALE, Treasurer 


May 19, 1960 


writing, the Senate is talking of another 
$2-3 billion in next year’s budget. 

The volatility of our psychology was 
typified in the extreme pessimism re- 
flected in stock market action during 
the first quarter. While this has abated 
somewhat, some people are worrying 
about what forces will shore up the 
structure after expected near-term im- 
provement has spent its force. There 
are, it is true, some indices which seem 
to be slipping, although these need not 
necessarily foretell a severe downturn. 

Steel operations have been in a nose- 
dive for some time and executives at- 
tending the annual meeting of the Iron 
and Steel Institute in late May were 
forecasting that the month-end rate of 
around 66° would decline to 60%, or 
even perhaps into the 50’s, before turn- 
ing upward in August. Consumers have 
been working down their inventories 
which should require restocking by that 
time when the motor manufacturers also 
come into the market. Foreign steel, par- 
ticularly tubes and wire, is coming in 
at a 3-4 million ton rate this year, com- 
pared with 4.4 million tons during the 
1959 strike. 

Lessened demand for household ap- 
pliances at retail has also brought down 
production schedules and partial lay- 
offs in some plants. While this trend 
may be reversed quite easily, it shows 
up in the Department of Commerce’s 
lower estimates of manufacturers’ new 
orders received in April. 

Prices have held relatively 
most lines but quite obviously lacking 
i environment encourages 
much in the way of price rises. Capacity 
is ample, and domestic production and 
foreign imports are battling for their 
share. Lumber and plywood prices have 
eased, non-ferrous metals are spotty and 


well in 


is an which 


some chemicals are under pressure, too. 
All these forces place a premium on 
lower costs, efficient marketing and ag- 


gressive product development to stay 
abreast or ahead of the pack. 

No less an authority on prices than 
Dr. Jules Backman of New York Univer. 
sity, however, recently said that prac. 
tically all necessary inventory acljust. 
ment is behind us and that only nominal 
price variations are in view for the bal- 
ance of this year. His conclusion rests 
upon minor wage gains in 1960 as com. 
pared with productivity, farm surpluses 
which will restrain food costs, a federal 
budgetary surplus and foreign competi- 
tion acting to hold down prices in cer. 
tain sectors. 

Certainly, in the longer view ample 
supply, absence of forward buying and 
excesses due to inflationary pressures 
will all contribute to keep the economy 
healthy, which probably lies behind the 
mid-May estimate of the Business Ad. 
visory Council of a fourth quarter rise 
in GNP to an annual rate of $515 bil- 
lion. Only a small further gain to mid- 
1961 was seen, although some members 
believe expansion could continue be. 
yond that date. However, dissenting 
observers say that the tides of expan- 
sion have already been flowing long 
enough to warrant greater emphasis 
upon near-term developments. particu- 
larly in a presidential year with severe 
international tensions, rather than at- 
tempts to guess an uncertain point of 
termination. 


“THe City” ApprRAISES GROWTH 


The battle of Growth versus Income 
is being waged across the Atlantic, too. 
according to the mid-April issue of the 
London Economist which discusses this 
topic under the heading “In Favour of 
Gilt-Edged.” 

As in this country, some of the bloom 
has apparently gone from the equity 
rose, at least temporarily, and future 
growth possibilities are being closely 
scrutinized before new equity commit- 


















Pia 1 


i 
pa 









ASTESTES/ PP? 


Utility service by tax-paying, 
publicly-regulated companies 
made this dividend possible. 


May 20, 1960 


SERVING THE MIDDLE SOUTH 
Arkansas Power & Light Company 
Lovisiana Power & Light Company 
Mississippi Power & Light Company 
New Orleans Public Service Inc. 


DIVIDEND NOTICE 
MIDDLE SOUTH UTILITIES, INC. 


The Board of Directors has this day de- 
clared a dividend of 25¢ per share on 
the Common Stock, payable July 1, 
1960, to stockholders of record at the 
close of business June 9, 1960. 


D. J. WINFIELD 
Treasurer 
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ments are entered into, with stocks yield- 
ing less than preferreds and bonds. Tax- 
free pension funds and other British in- 
stitutional buyers have been turning in 
increasing degree to the fixed-income 
sectors over the past eight months. 

Although speaking in a personal ca- 
pacity, the manager of Unilever’s pen- 
sion funds, boasting a rousing £121 
million in assets, was quoted in an early 
April speech as not regarding equities 
as “the universal 100° panacea for in- 
lation.” Mr. Andrews cited current 
stock yields in the 3-344% range vs. 
534-614‘. on fixed-income securities 
and expressed, as an example, a liking 
for War Loan bonds at nearly 534% 
return. Furthermore, the power of com- 
pound interest on the superior return 
from fixed-income above normal pen- 
sion requirements more than compen- 
sates. in his opinion, for an inflation 
rate of 2-3'~ per annum. His suggestion 
for a pension fund portfolio would cur- 
rently be: 15-20% in top-grade bonds; 
35-40% in debentures; 5-10% in pre- 
ferred stocks: and 30-35% in equities. 

Another recent study released by a 
London brokerage firm reported a 1919 
investment in equities with income re- 
invested, details of which were not given 
in the Economist, as now being worth 
ten times that of a contemporaneous 
commitment in 244% consols. Like all 
such historical comparisons, however. 
hindsight selection of specific stocks can 
make a vast difference. On the other 
hand, the survey admits that a switch 
from consols into equities in January 
1929 would have had to wait until 1952 
before matching the value of the bonds 
sold. With stock yields now substan- 
tially below those from bonds, any set- 
back in stock prices, says the survey, 
would consequently prolong the time 
needed to match the performance of the 
fixed-income media. 

There never has been, nor can there 
be. any reliable yardstick to guide the 
investor in gauging the worth of a 


stock. The onetime 10 to 1 rule of thumb 
now sounds like an echo from the geo- 
logical Jurassic Age when reptiles 
adapted to aquatic life roamed the earth. 
Fashions in stocks come and go and 
even the professionals succumb to the 
siren songs of a new day and eternal 
prosperity through electronics or space 
navigation. The only distinction is that 
the pros have a far higher batting record 
than the amateurs. Their selection and 
timing of commitments are better and 
their chances of departure from the 
arena unhurt or not too. seriously 
wounded are infinitely superior to those 
of the novice who must operate without 
benefit of sound appraisal of a com- 
pany’s scientific stature or the profit po- 
tential for its specialties. Projection of 
future profits for conventional com- 
panies is chancy enough without at- 
tempting to do so in an area of gallop- 
ing scientific research which may make 
today’s breakthrough old hat tomorrow. 
Nor does today’s breakthrough auto- 
matically spell profits for the discoverer. 

Some of today’s glamor stocks, per- 
haps quite a good number of them, will 
pay off but there are so many with in- 
sufficient product diversification, work- 
ing capital and management in depth 
selling at fantastic p/e ratios that past 
experience assures a very high degree 
of mortality over a period. How long 
current rationalization of “investment” 
in this group will retain its aura remains 
to be seen but that their owners will 
face some very hard future decisions 
cannot be doubted. 


Lower DEMAND FOR FUNDS 


Largely due to a sharp reversal in 
estimated demand for money by the 
Federal Government and its agencies. 
total funds to be raised during 1960 
may come to only $42.6 billion, well 
under the record $58 billion of 1959. 
Investment fund volume is expected to 
decline moderately this year due to 
lessened mortgage demands but offset in 
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FINANCIAL 


CORPORATION 


A quarterly dividend of $0.65 
per share in cash has been 
declared on the Common 
Stock of C. I. T. FINANCIAL 
CorPoraTION, payable July 
1, 1960, to stockholders of 
record at the close of business 
June 10, 1960. The transfer 
books will not close. Checks 
will be mailed. 
C. JOHN KuuN, 
Treasurer 
May 26, 1960. 
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” West Penn 


Electric Company 


(Incorporated) 


Quarterly Dividend 


on the 


COMMON STOCK 


42} O¢ PER SHARE 


Payable June 30, 1960 
Record June 10, 1960 
Declared June 1, 1960 











WEST PENN ELECTRIC SYSTEM 

Monongahela Power Company 

The Potomac Edison Company 
West Penn Power Company 















This is a regular quarterly 





PER SHARE 
Payable on Aug. 15, 1960 
to holders of record at close 
of business, July 20, 1960 
MILTON C. BALDRIDGE 
SECRETARY 

June 2, 1960 


THE COLUMBIA 





COMMON STOCK DIVIDEND NO. 104 


GAS SYSTEM, INC. 








INTERNATIONAL 


SHOE 


St. Lovis 


197 T# 
CONSECUTIVE DIVIDEND 
Common Stock 


A quarterly dividend of 45¢ per 
share payable on July 1, 1960 
to stockholders of record at the 
close of business June 13, 
1960, was declared by the 
Board of Directors. 


ROBERT O. MONNIG 


Vice-President and Treasurer 


June 1, 1960 


COMPANY 
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part by more financing of corporate se- 
curities, according to “The Investment 
Outlook—1960.” 

This recently released study is pre- 
pared annually by the Bankers Trust 
Co., New York City, under the direc- 
tion of Roy L. Reierson, vice president 
and chief economist. Representing the 
opinions of experts in many fields, its 
19 tables cover the entire range of 
sources and uses of funds from 1952 to 
date, with 1959 estimated and 1960 pro- 
jected. 

Its main conclusions, based upon an 








KENNECOTT COPPER 
CORPORATION 


161 East 42d Street, New York, N.Y. 


May 20, 1960 
At the meeting of the Board of 
Directors of Kennecott Copper Cor- 
poration held today, a cash distri- 
bution of $1.25 per share was de- 
clared, payable on June 22, 1960, 
to stockholders of record at the 
close of business on June 1, 1960. 


PAUL B. JESSUP, Secretary I 
ed meen med at en 
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BALTIMORE GAS AND 
ELECTRIC COMPANY 


Serving one of America’s 
Great Industrial Centers 


QUARTERLY DIVIDENDS 
Dividends of $1.12 a share on the 
42% Preferred Stock, Series B; $1.00 a 
share on the 4% Preferred Stock, Series C; 
and 25 cents a share on the Common Stock, 
have been declared for the quarter ending 
June 30, 1960, all payable July 1, 
1960, to holders of record at the close 
of business on June 15, 1960. 


J. THEODORE WOLFE, President 


Dividends paid on the Common Stock continuously 
for half a century—always earned—never reduced. 











FLORIDA POWER CORPORATION 
St. Petersburg, Florida 
May 19, 1960 


The Board of Directors of this Corpora- 
tion has this day declared a dividend of 
twenty cents (20¢) per share on the 
outstanding Common Stock, payable 
June 20, 1960 to stockholders of record 
at the close of business June 3, 1960. 
G. F. FOLEY, Treasurer 











expected year of sustained active busi- 
ness, are: (1) GNP rising to about $510 
billion; (2) total corporate capital 
spending of about $37.5 billion: (3) 
total inventory rises of about $5 billion, 
but at a slower pace than in the first 
quarter; (4) better non-residential 
building to offset lower residential ac- 
tivity; (5) steady Government expendi- 
tures with slowly increasing state and 
city outlays; (6) better consumer buy- 
ing of durables with instalment debt 
perhaps only slightly less than a year 
ago. 

The survey foresees approximately 
$11 billion in new corporate security 
issues this year, composed of $7.7 bil- 
lion in bonds and $3.3 billion in stocks. 
After combined retirement of $3.9 bil- 
lion, net new bond issues will be $4.8 
billion and stocks $2.3 billion, the latter 
figure unchanged from 1959, There are 
no notable alterations in the pattern 
of increased net stock ownership, in 
which corporate pension funds again 
hold first place at $1.6 billion, un- 
changed from one year ago. 


A A A 


Financial Analysts Elect 


Newly elected for the coming year as 
officers of the National Federation of 
Financial Analysts Societies are the fol- 
lowing: President, Jeremy C. Jenks, 
partner of Cyrus J. Lawrence & Sons, 
New York City; Vice President, Joseph 
A. Jennings, vice president, State-Plant- 
ers Bank of Commerce and Trusts, Rich- 
mond, Va.; Executive Secretary-Treas- 
urer, George M. Hansen, Keystone Cus- 
todian Funds, Inc., Boston, Mass. 

The New York Society of Security 
Analysts has named the following officers 
for a one year term: President, Edward 
S. Wilson of Theodore Tsolainos & Co.; 
Vice President, Donald B. Macurda, F. 
S. Smithers & Co.; Secretary, Gerald L. 
Wilstead, Hallgarten & Co.; Treasurer, 
Edward R. Holt, Newburger, Loeb & Co. 


A A A 


Girard’s Broad Street Journal 


Once again Girard Trust Corn Ex- 
change Bank, Philadelphia, has enter- 
tained the delegates to the annual con- 
vention of the Pennsylvania Bankers As- 
sociation with its issue of the “Broad 
Street Journal,” spoofing the banking 
profession. “Lovely Nettilou Neednoggen 
has been chosen 1960 Queen of our State 
Bankers Convention,” the Journal de- 
clared in one item. “Miss Neednoggen 
epitomizes eternal femininity . Her 
statistics are: Savings account $400; 
checking account $200; trust account 
$786,000.” 

The four page paper announces a plan 





Walter C. Goetz, supervisor of operations 
at Toledo Trust Co., is shown being awarded 
$100 U. S. Savings Bond in recognition of 
his achievement as the outstanding Cni- 
versity of Toledo student majoring in 
finance. The presentation was made by Wil- 
lard I. Webb, Jr., president of Ohio Citizens 
Trust Co., sponsors of the annual award, 
Mr. Goetz, 30, is an evening student senior 
at the University. 





for political parties “to merge like 
banks” and “Girard’s New Business 
Builder” — a plan entitled “Every Man 
a Millionaire.“* News items and “adver- 
tising” give the reader many a good 
laugh. 











TENNESSEE CORPORATION 


TENNESSEE 
CORPORATION 


May 17, 1960 


A dividend of thirty-one 
and one-quarter (31 !4 ¢) cents 
per share was declared pay- 
able June 24, 1960, to stock- 
holders of record at the close 
of business June 9, 1960. 

Joun G. GreensBuRGH 


61 Broadway Treasurer 


New York 6, N. Y. 























GOULD- 
NATIONAL 


BATTERIES, INC. 
Manufacturers of a complete 
line of automotive, industrial 
and military storage batteries 
plus motive specialties. 

A REGULAR 
QUARTERLY DIVIDEND 
of 50c per share on 
Common Stock, was de- 
clared by the Board of 
Directors on April 11, 
1960 payable June 15, 
1960 te stockholders of 
record on June 2, 1960. 


A. H. DAGGETT | 
President 


ST. PAUL, MINN. 
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Securities Markets 
to suit every need 
of Institutional 
Investors 


Securities of the United States 
Government and its Agencies 


State, Municipal, Revenue and Housing 
Securities 


Bonds, Preferred and Common Stocks 
of Industrial, Public Utility and 
Railroad Corporations 

Bank Stocks 

Casualty, Fire and Life Insurance 
Company Stocks 

Bankers’ Acceptances 


Securities of the International Bank for 
Reconstruction and Development 


Canadian Securities 


External Dollar Securities 


The 


FIRST BOSTON 
CORPORATION 


15 Broap St. «+ NEW YORK 5 «© DIcsy 4-1515 


Boston PITTSBURGH CHICAGO PHILADELPHIA 
SAN FRANCISCO CLEVELAND 


Underwriter og istritutor Dealer 
Investment Securities 
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HILE THE NAIVE HEIR DREAMS 
wistfully about safety in invest- 


ments, Marshal Malinovsky, Soviet De- 
fense Minister, in threatening rocket at- 
tacks on bases from which a plane might 
violate the frontiers of Russia, dramati- 
cally exposes the risk element in the ad- 
venture of living. 

American financiers and corporate ex- 
ecutives earlier turned their backs on 
lessons of their own experience when 
they embraced Nikita Khrushchev dur- 
ing his visit to the United States. The 
nature of their blunder became self evi- 
dent when Mr. K. torpedoed the summit 
conference which he had promoted. 

All credit extension in 
based on the premise that human beings 
will continue to perform in accordance 
with past patterns. The credit line of 


business is 


every borrower is related to an appraisal 
of his past performance in meeting com- 
mitments. 

When, as financial and business edi- 
tor of the old New York Tribune, | 
supervised the investment question and 
answer column, we depended on the 
commercial services for clues as to the 
characteristics of promoters. I once 
asked the late Louis Proudfoot, whose 
service bore his name, how he achieved 
such a high batting average in apprais- 
ing the ethics. morals and general de- 
pendability of financiers. He replied with 
disarming simplicity: “When I base my 
opinions of a personality on his card 
file which reports his past activities, I 
rarely make a serious error. The oc- 
casional mistakes occur when some fast 
talker induces me to ignore his earlier 
history because he has reformed and has 
long been leading a blameless life.” 

Maybe leopards occasionally change 
their spots, but it is more prudent to 
bet the other way. 

Mr. K.’s well-known capacity to turn 
on charm and his primitive skill in ex- 
ploiting parables, his picturesque lan- 
guage and forensic ability in no way 
mitigate his personal history in rising 
to power through double-crossing associ- 
ates and dispensing with others. 


aoe 








ECONOMIC TIDES BENEATH THE MARKET .... 


MERRYLE STANLEY RUKEYSER 


PROJECTING FUTURE GROWTH—and 


free-choice economic 


The American 
system rates on spiritual foundations, on 
mutual faith and honesty. Nothing is 
more harmful to an individual or an in- 
stitution than loss of credit. 


Four Points 


In the pre-SEC days when virtue was 
a non-governmental function, New York 
banks and trust companies were unwill- 
ing. as some are today, to take deposit 
accounts from known swindlers. A naive 
young reporter once asked a senior ofh- 
cer of a big trust company the rationale 
behind such a self abnegating policy, 
particularly since the depositor trusts 
the bank in exchanging cash for the 
promises of the financial institution to 
return the funds on demand. The trust 
company officer explained that it didn’t 
want to be in a position to have to an- 
swer factual questions about the crook, 
such as whether he had funds on de- 
posit and in how many ciphers. The 
banker felt that wrong inferences would 
be drawn by the unsophisticated from 
the fact that the operator was a depositor 
in an institution of excellent reputation. 
In addition, the bank executive felt that 
in the long run no good to his institu- 
tion could come from relationship with 
a dishonest person, even if the latter 
was not asking for loans or favors. 

With Mr. K’s nation in control of at 
of the world’s 
some may feel that the analogy is im- 
perfect, and with wishful thinking, argue 
that co-existence in unavoidable. Ob- 
viously, we cannot avoid being aware 
of the existence of militant dictators, 


least one-sixth assets, 


but we can base our associations on a 
realistic understanding of where our self 
interest lies. 

First, afford to let 
guard down. If we appear to fall behind 
in missiles or in overall military st-ength, 
even though neither side may wish to 
risk nuclear war. the Bolsheviks diplo- 


we cannot our 


matically exploit any weakness on our 
side. Secondly, we should fortify rapid 
technological changes in weapons by 
cementing alliances based on an under- 


the NEW COMPETITION 





standing by foreign peoples that they 
benefit from adhering to our side. Third. 
ly, we should be deft in exploiting our 
moral advantages. Specifically. we 
should always have as a prime goal the 
separation of the peoples behind the 
Iron Curtain from their 
Our greatest potential allies are the rest- 
less human beings in Russia and satel. 
lite countries who yearn for freedom and 
improvement in living standards. In the 
spirit of Woodrow Wilson, we should 
reiterate that we have no conflict of in- 
terest with the Russian people and hope 
that, in their own way, they will achieve 
such aspirations. Fourthly, we should 


opporessors, 


not overlook the long-term prospect of 
a conflict of interest between the Soviet 
Union and Soviet China. 

Short-term in the uneasy situation be. 
fore us, the armament industry will 
thrive, and the U.S. economy will get 
‘“pump-priming” stimulus from __ the 
studied effort of the Moscow Presidium 
to keep us on the hot seat. 

This prospect renews the need of dis- 
ciplines to offset overall inflation inher- 
ent in distributing incomes to consumers 
for producing destructive 
which are not purchaseable by private 
individuals. Likewise, 
impact on domestic mortgage lenders 
and investment 


weapons 
in terms of the 
and other creditors. 
analysts, the hope of transition to a 
more normal national economy through 
tax reduction has been postponed. To 
offset the strain of uneconomic arma 
ment building. it is the role of states 
manship to relieve the budget through 
rigid economies in non-defense ex 
penditures, ferreting out sources of eco- 
nomic waste, such as fallacious farm 
subsidies, and using forbearance in the 
anxiety for experi: 
ments. 
PRICING OF “FUTURES” 

In a recent swing around the country. 
this writer talked to key trust officers in 
various parts of the nation. With the 


expensive social 


revolution in thought about /asic 1 
vestment concepts in a dynamic national 
inflation is not ul 


economy, where 
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known. has come a universal recogni- 
tion of common stocks as long-term in- 
vestments. The collateral refinement of 
this process was increased selectivity in 
choice of equities. Obviously, there is 
a hazard in overweighing the record of 
past performance at a time when ob- 
solescence is operating with great rapid- 
ity. 

“The new quest is for a disciplined 
formula for evaluating highly volatile 
crowth stocks. While various techniques 
for achieving this objective will be pre- 
sented and analyzed, this writer recog- 
nizes that the subjective factor is para- 
mount. It is the picture in men’s mind, 
rather than the outside reality, which 
creates a demand for stocks which ap- 
pear to possess a propensity for growth 
at a tempo more rapid than that of the 
total economy. Thus there is tremendous 
variation in capitalization of shares in 
terms of current earning power. 

If the terminology of the commodity 
exchanges were borrowed and_ such 
transactions were plainly described as 
transactions in “futures.” there would be 
greater clarity of thought. For in the 
highly capitalized so-called growth 
stocks, the valuation is based primarily 
on assumptions concerning future devel- 
opments. 

In defending such procedure, W. Ed- 
ward Bell, writing in the Analysts Jour- 
nal, pointed out: “All the known charac- 
teristics of a stock can be reflected in 
the assumed growth rate. For instance, 
cyclical exposure, dependence on de- 
fense orders, and other factors which 
may be considered qualitative weak- 
nesses can be reflected through an ap- 
propriately conservative assumed growth 
rate. The modification of the growth 
rate to reflect differences in quality is 
a subjective problem relying primarily 
on the analyst’s experience and judg- 
ment.” 

The philosophy behind the new price- 
to-future earnings ratio is thus _pre- 
sented by Mr. Bell: “Assuming the 
growth areas are realistically projected, 
the table implies that a 20% growth 
stock selling at 36144 times earnings is 
at least as good a value, and probably 
cheaper. than an 8°% growth stock sell- 
ing at 18 times earnings. Thus, where 
growth projectives are sufficiently con- 
servative, the price-future earnings ratio 
does not seem to encourage payment of 
an excessive premium for growth. 

Where the projected rate of 
growth is considered a reasonable esti- 
mate of average prospects for a decade 
or more in the future, price-future earn- 
ings ratios do not encourage the pay- 
ment of an 


excessive premium for 
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growth. On the other hand, the ratio of 
market to earnings projected five years 
ahead may discourage purchase of the 
more dynamic stocks except at prices 
below their fair value. 

“Where the growth rate is projected 
on a conservative basis or where the 
assumed rate of growth is expected to 
continue on average for many years, 
dynamic growth stocks may be worth a 
moderately higher price-future earnings 
ratio than less dynamic stocks. In other 
words, a stock with a high growth rate, 
soundly projected, may be worth more 
years future earnings than a stock with 
slower growth.” 


With Safety 
and Yield? 

The theory behind such speculative 
valuation of improving property is not 
unlike that of the operator who buys 
real estate in the expectation that its 
value will improve as a result of eco- 
nomic growth. But the distinction be- 
tween speculation and investment tends 
to break down when a so-called invest- 
ment commitment is made primarily for 
the purpose of achieving a capital gain, 
rather than safety of principal and regu- 
larity of income. 

Another approach to a valuation tech- 
nique for appraising so-called growth 
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stocks has been expounded by John F. 
Bohmfalk, Jr.. of McDonnell & Co.. Inc. 
Described as the discount method, it 
parallels Mr. Bell’s thinking except in 
placing greater stress on dividends. 

The stated objective of the discount 
theory “is to translate value on the one 
hand, and market price on the other, 
into certain numerical assumptions: (1) 
the amount of return an investor wants 
to earn on his money (the amount of 
risk); (2) the expected growth rate of 
a company’s dividend and (3) time over 
which growth is expected to persist. 

“The discount method of evaluation 
(for the growth stock) has three specific 
objectives: 

1. determination of a value 

2. determination of the assumption 
implicit in the market price 

3. determination of the assumption 
regarding growth rates implicit in the 
market prices of like-quality growth 
stocks at any given time. 

“The value of a stock, at any time, 
can be thought of as representing the 
present value of discounted future divi- 
dends. Put another way, a specific value 
can be assigned to a stock by making 
three assumptions. The assumptions are 
that (1) the dividends will grow at a 
specific rate; (2) growth will persist 


for a specified length of time; and (3) 
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the dividends should be discounted at a 
given rate. The third assumption, the 
amount of the discount rate, embodies 
the risk believed to be inherent in the 
first two assumptions.” 

While the arithmetic in the foregoing 
seems reasonable, it is obvious that risk 
is heightened by the necessity to make 
present decisions about future develop- 
ments. Even a reasonable analyst can 
be upset in his expectations by unpre- 
dictable changes of financial trend 
growing out of global changes, such as 
war; by deterioration in quality of 
present 
chief executives retire; by the unfore- 


company management when 
seen effect on a product’s prestige by 
new inventions; and by emergence of 
new and more dynamic competitors. 


FOREIGN COSTS & TRADE 


While, in an expanding national econ- 
omy, it is routine to seek out growth 
situations, an objective observer should 
be aware of economic factors making 
for contraction in specific items. For 
example, increasing disparity between 
labor here and in 
of the free 


tending to price certain items of indus- 


costs competitive 


countries world has been 
try out of the market — here as well as 
abroad. 

Three years ago, for example, we im- 
ported slightly above a million tons of 
steel mill products; in 1959 we import- 
ed nearly 41% million tons. In 1957, we 
exported 5.2 million tons of steel, and 
last 
dropped to 1.5 million tons. 


year our shipments overseas 

These significant figures are only part 
of the story. We also import increasing 
quantities of products made of foreign 
steel, including automobiles. In 1959, 
we imported 625,000 foreign-built cars, 
a total 580,000 above the level in 1955. 
Meanwhile, exports of U. S. cars by 
1959 dropped to 115,000, less than half 
of what they were in 1955. 


% % 





While Khrushchev takes the spotlight 
and talks irresponsibly about economic 
competition between the United States 
and Russia, some tend to overlook the 
present and immediate threat from 
friendly industrial nations. The rebuild- 
ing of West Germany and other bellig- 
erent nations machinery 
and technology as modern, if not more 
modern, than own. As a conse- 
quence, we are less able than in the 
past to offset high American hourly 
wage rates through unique economies 
in production techniques. 

In a recent broadcast, Walter J. 
Campbell, editor of Steel magazine, re- 


gives them 


our 


marked: “The differential in wage rates 
has grown so great that we are jus: ‘sit. 
ting ducks’ for foreign competitor:. The 
average rate for production workers jn 
the American machine-tool indust: v, ex. 


clusive of fringe benefits, is $2.10 an 


hour. That compares with Western 
European hourly rates: England. 85 
cents; Germany, 60 cents; Italy, 35 


cents. This means that in a machine 
tool costing $10,000 in the | nited 
States, the $5,000. The 
labor cost in Germany is only 51.250, 


labor cost is 


Western machine-tool builders ca: 


man- 
ufacture machines in modern plants, 
ship them to this country, paying 
freight, insurance and tariff, and _ still 
undersell domestic builders by 30%. 
The narrowing margin of American 


technological superiority can no longer 
overcome so enormous a Cost disad- 
vantage. 

Some industrialists are adjusting to 
the situation by building plants inside 
foreign boundaries, but this does not 
solve the problem of American workers, 
The AFL-CIO boasts about its statistical 
staff. 
something for careful examination and 
soul searching. Walter P. Reuther, of 
the Automobile Union, has at least been 
logical in pointing to the need to stimu- 


and economic These trends are 


lating foreign workers to seek increases 
matter of 
course, as European productivity  in- 


in their labor rates. As a 
creases, this is becoming a normal ex- 
pectancy. 

But what about those who want to eat 
and remain solvent in the interim? Is 
it realistic to expect American employ- 
ees to stand still while waiting for for- 
eign competitive workers to narrow the 
wage gap? A more practical approach 
is to join with management to work to 
reduce other elements in the cost sheet, 
including those imposed by government 
through taxation, “Parkinsonism” and 
otherwise. 

In order to avoid pricing American- 
made goods out of the market, there 
should be a fresh appraisal of burdens 
on the American producer resulting 
from tax policies and rates, rules con 
cerning depreciation, outmoded consent 
decrees, obsolete judicial precedents, 
and pressures from fallacious consumer 
attitudes and popular anti-business mis 
conceptions. 





If progress is to be made in lifting 
many of these frozen economic issues 
off dead center, then it is essential for | 
the unions and management to become 
aware of the areas of community of il 


(Continued on page 563) 
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| PROGRESS REPORT | 
FROM PURE 











+ 


The Pure Oil Company gains important 
new oil reserves, pipelines, and 
prospective fields in its purchase of 
Woodley Petroleum Company’s assets. 





Three hundred seventy-nine oil wells, 
delivering over 10,000 barrels of crude 
oil a day, are just part of the assets 
PURE acquires with the purchase of 
Woodley Petroleum Company. 


PURE receives Woodley oil reserves 
of over 70 million barrels of crude, 
of which 64 per cent is in the United 
States and 36 per cent in Canada. 
These supplement PURE’s own esti- 
mated reserves of 511 million barrels 
of crude, condensate and natural gas 
liquids in the U. S. and 20 million 
barrels in Venezuela. 





In addition, PURE has natural gas 
reserves estimated at 2 trillion, 194 
million cubic feet, not including the 
70 billion cubic feet of reserves ac- 
quired from Woodley. 


Other properties acquired from 
Woodley include leases and options 
on 600,000 net acres for future 
exploration; a minority interest in a 
refinery in the Twin Cities area, and 
interests in three crude oil pipelines 
totaling 530 miles in Saskatchewan 
and Minnesota. 


PURE is happy to welcome the ex- 
perienced, competent employees of 
Woodley into its organization. Acqui- 
sition of the Woodley properties 
represents an important step forward 
in PURE’s program to expand its 
crude oil production and reserves. 


id 
= , 


THE PURE OIL COMPANY, 35 E. Wacker Dr., Chicago 1, IIl. 


June 1960 





YOU CAN BE SURE WITH PURE 


PURE adds 379 producing wells... 
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CAUTION IN Equity SELECTION 


“Inflation Hedge” a Matter of Degree 


JOSEPH A. JENNINGS 


Vice President, State-Planters Bank of Commerce and Trusts, Richmond, Virginia 


CPULAR SENTIMENT IN THE FIRST 
few months this year as to the na- 
tion’s economic health has been char- 
acterized by extremes. In the beginning, 
the thought was that business prosperity 
would be so good as to approach boom 
proportions. You would have thought 
that this was to be concentrated in the 
year 1960 rather than spread over a 
decade. Equity and bond markets traded 
on the basis of a 542‘% prime rate and 
a 414% discount rate. with worse to be 
expected. In the last several months, a 
great wave of mass pessimism as to the 
business outlook has swept the country, 
with recession only a matter of time. 
Admittedly. there were some disturbing 
elements to prick the boom bubble, but 
these probably have been magnified. 
However. security prices fluctuated vio- 
lently. 
Here is the economic framework of 
1960 


decisions: 


which influences our investment 


Gross National Product — Total 
goods and services will probably aver- 
age slightly better than $500-billion. 

Industrial Production will also aver- 
age higher than 1959, with inventory 
building and plant and equipment de- 
mand providing major impetus. 

Steel Production will exceed 1959 
and may reach an all-time high. 

Government Spending at all levels 
will rise modestly, with state and local 
spending accounting for most of the 
increase. 

Construction Spending in the aggre- 
gate will rise slightly although phys- 
ical volume of construction put in 
place may be down a bit. 

New Housing Starts will be down 
this year due to shortage of mortgage 
money and high rates. 

Total Employment will rise, with 
gains centered in the nonfarm area 
while unemployment is expected to 
drop. 

Hourly Wages in manufacturering 
are also expected to rise. 

Instalment Credit, despite tight 
money, will rise although the absolute 
and relative level of consumer debt 
will be a restraining factor. 


From address before Third Southern Trust Con- 
ference, Trust Division, A.B.A., St. Petersburg, 
Fla., May 13, 1960. 
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Consumer Spending, reflecting rec- 
ord incomes, will continue to be a 
powerful factor. This was the tower of 
strength in the previous two business 
downturns, 

Auto Sales will be modestly higher 
than 1959 but much less than earlier 
lavish claims. 

Rising Prices to some degree will 
continue to plague both the business 
man and consumer. 

Exports will rise faster than im- 
ports, resulting in improvement in 
our international balance of payments. 
At the current rate, our deficit may be 
only half the 1959 figure. 

Farm Income is expected to show 
little change. 

Corporate Profits may well reach an 
all-time high but perhaps will not ex- 
ceed the annual rate established in 
the second quarter 1959. 

Dividend Payments should be higher, 
reflecting moderately better profits 
and larger percentage payout. 

Corporate Capital Requirements are 
expected ot rise substantially in spite 
of larger cash generation from profits 
and depreciation. 

Aggregate Demand for Funds at all 
levels, while expected to be lower, 
will still exceed the supply of savings, 
causing bank credit to take up the 
slack. 

Money will remain fairly tight, with 
bank loans continuing on the full side. 
Monetary restraint is likely to be 
moderately less severe than in 1959. 


On balance, this points up a picture 
of good business, but there are some 
thought-provoking clouds on the _hori- 
zon. For the most part, I have deliber- 
ately stayed away from numbers as they 
apply to various key segments. Actually, 
not too many numbers have changed 
significantly, steel and autos being no- 
table exceptions. Still being adhered to 
is the $37-38 billion for plant and 
equipment. First-quarter results suggest 
that activity will have to be stepped up 
in the last half to make the projection. 
The modest downward trend of com- 
bined new orders to production is hard- 
ly constructive. The severe weather has 
been blamed for much of the trouble. 
but how long can you blame the 
weather? On the brighter side, the pres- 
ent weather brings nice increases in 


auto sales, store sales, and new housing 
starts, confusing us more. 

As important as the numbers reflect. 
ing economic activity, perhaps more im. 
portant is the trend. Are we plateauing 
out, with the third and fourth quarters 
down from the first half, or merely spui- 
tering now to resume moderate upward 
progress in the last half? I lean a little 
to the plateuing view but believe aggre. 
gate business for 1960 will be good. 
Like the seasick passenger far from port 
who has been sick, feels a little better 
but fears he may be sick again, he still 
hopes for the best. 


Yields Favor Bonds 


Markets don’t operate in a vacuum, 
and rapidly gyrating prices illustrate 
that investors are confused and uncer- 
tain. A look at basic fundamental rela- 
tionships over a sustained period can 
be helpful. while short term perform. 
ances can be misleading. The 40 year 
chart of stock-bond yields since 1920 
shows that: (1) common stock yields 
are now low relative to bond yields; 
and (2) bond yields are attractive at 
prevailing levels on an historical basis. 

Whenever stock yields went through 
or approached bond yields in the past, 
this was a danger signal. Pinpointing 
such 1929-1936-1940-1946, 
reads like the top of every major bull 
market in equities over 30 years. Equi- 
ties have yielded less than bonds for 
about 16 months, a longer period than 
any time covered by the chart. Does the 
increase in stock yields since January 
foretell a major move similar to 1937- 
1940-1946? Numerous professionals can 
document the manifold 
common stocks should now and for the 
foreseeable future yield less than bonds. 
Admitting the validity of the arguments 
in part, I do not buy the whole package. 
There is much to be said for the old 
expression that those who refuse to 
learn from history live to repeat it. 

Yields of corporate bonds today ap- 
proaching 5%, with the exception of 
immediately after World War |. are al 


occasions. 


reasons why 
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an absolute peak as far back as 1885. 
This is comforting because as time 
passes are confronted 
with ie need for tax-exempt income. 
Ten years ago, we rarely considered 
taxfrecs where the bracket was under 
50°%. Today a 30% tax gives the equiv- 
alent of 584‘ fully taxable, a nice dif- 
ferential over either corporates or gov- 
ernments. With the breakeven point at 
less than 30°C, most taxable accounts 
might well use some tax-exempt bonds. 

Basically, trust officers 
have investment decisions to make at all 


more accounts 


investment 


times relative to assets of existing ac- 
counts. additions to existing accounts, 
and assets of new accounts. From an 
investment standpoint, the needs are in- 
come, capital appreciation, or a com- 
bination of the two. Today the bulk of 
new money goes into bonds which also 
provide a good reinvestment medium 
for reduction in common stock portions. 
At today’s rates, shifting from equities 
to bonds is most satisfactory from an 
income standpoint. Rarely has this been 
true in the past. You rightly conclude 
then that we have been chipping com- 
mons and buying bonds with the pro- 
ceeds. 


Advantages of Equities 

Does this mean we don't buy com- 
mon stocks? No. but it does mean we 
are cautious. | suspect we all would be 
buying some common stocks if the Dow 
were at 1000. Among the arguments is 
that they provide a protection of pur- 
chasing power, a hedge against inflation. 
There is no question that common stocks 
have a clear-cut advantage over fixed- 
income securities, and one can demon- 
strate with numerous illustrations that 
some stocks have tended io 
appreciate in value beyond the loss in 
purchasing power due to inflation. How- 
ever, as a group. they are not a perfect 


common 


hedge and, in most instances. protection 
is a matter of degree. Remember that 
inflation brings higher costs as well as 
higher sales, and the tendency in some 
instances makes for a narrower profit 
margin. A sound analytical approach to 
value should dominate decision rather 
than fear as a flight from inflation in 
buying equities. 

Another familiar argument has been 
that one also participates in growth of 
the country. Never was there a more 
abused term in investments than the 
terminology “growth companies or in- 
dustries.” This has been interpreted to 
mean anything one wants. No one would 
deny that the country continues ta 
show strong secular growth with corpo- 
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rate profits tending to keep pace. On 
the other hand, the rate of expansion is 
erratic and not uniform among indus- 
tries or companies. This implies the im- 
portance of selection of industries and 
companies flexible enough to show pro- 
gress in an ever changing economy. 

A third and once important reason 
given for purchase of common stocks 
is a higher rate of return than fixed-in- 
come securities. The logic is embodied 
in the fundamental principle that higher 
return is usually associated with higher 
degree of risk. Is this old wives’ tale 
buried forever? I think not. Once. rate 
of return meant current yield only but 


in recent years it has come to mean 
some combination of income and capi- 
tal appreciation. The need for current 
income is ever a problem, but | suspect 
we attempt to manage the majority of 
accounts with a view toward blending 
income needs with capital appreciation 
possibilities. Few stocks can be bought 
today for income on current yield. For 
this reason, we ought to have some tar- 
get, an overall percentage return on dol- 
lar investment over three to five years 
embodying both income and apprecia- 
which — will 


tion. return 


fixed-income 


substantially 


more than investments. 


Otherwise. we do our accounts no serv- 
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ice in buying equities with less current 
income. All too often this is a vague 
concept, filled with general hope and 
because of the category 
without being properly defined. 


expectation 


Stock Selection Paramount 

Today, vicious selectivity in common 
stocks needed to successful on 
balance. As illustration, the 1958 and 
1959 are properly considered periods in 
which the stock market advanced — 
35° in 1958 and about 10‘; 1959. 
In both years. around 1,500 individual 
stocks were traded on the N.Y.S.E. In 
1959, slightly more than half showed de- 
clines whereas only 10‘< in 
1958. Part of the veil which obscures 
these facts is that we tend to become mes- 
merized by the price tag without atten- 


be 


is 
in 
declined 


dant emphasis on solid value. The logic, 
and indeed sanity, of a revitalized effort 
to establish value has much appeal to me 
in this day of hectic price consideration. 
I use the word “sanity” deliberately for 
there are times when one detects evi- 
dences of hysteria and panic-like eager- 
ness in the approach of some of the 
market place. 

We should be concerned with price 
but first it would be very refreshing if 
investment officers would openly confess 
that they don’t know whether the mar- 
ket is going up or down. When asked, 
I am afraid too many of us make some 
attempt to bluff and give some hedging 
comment as to market direction. If we 
admit readily that we do not know, 
then there must be some substitute if 
we are going to hold customer confi- 
dence and hope for new investment 
business from others. | am convinced 
that the ultimate success and growth of 
a trust institution will depend in large 
measure upon its investment perform- 
ance over a sustained period. 

Price does concern us as the common 
denominator that reflects willingness to 
buy and sell. Theoretically, it reflects 
the potpourri of individual judgments 
on the merits of securities. Value does 
not operate in a vacuum; given suffici- 
ent time and assuming the basis which 
determines value is sound, then the 
trend of price ought to be in the same 
direction as value. Over the past year 
or two, one hears much comment about 
the generally high level of the market. 
Does this mean high in relation to as- 
sets, dividends, book value, the size of 
our national economy? Most individ- 
uals who think in terms of the market 
being high have in mind the absolute 
level of some accepted index such as 
the Dow Jones Industrial Average. If 
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1929-60 1955-60 
7, . 


Change Change 





PERFORMANCE OF 
1929-55 
1960 Yo 
1929 1955 Latest Change 
1. Gross national output $103.8 bil. $397.5 $498.0 7 282.9 
2. Population 121.7 mil. 164.3 179.8 % 35.0 
3. Employment 47.6 63.1 64.3 4 32.6 
4, Production (FRB Index) 58 146 165 # 151.7 
5. Personal income $85.8 bil. $310.2 $393.0 # 261.5 
6. After taxes 83.1 274.4 340.8 ¥ 230.2 
7. Real purchasing power (a) 134.9 273.4 312.9 ¥ 102.7 
8. Commodity prices 
(wholesale) 61.9 110.7 120.1 ¢ 78.6 
9. Consumer price index 73.3 114.5 123.6 #¢ 56.2 
(retail) 
10. Money supply $54.7 bil. $216.6 $239.0 # 296.0 
11. Corporate earnings - 
all corps. (after taxes) 8.4 23.0 23.8 4 173.8 
12. Earnings - D. J, Industrials 
(per share) $19.94 $35.78 $34.30 #4 79.4 
13. Dividends - 
all corporations 5.8 bil. 11.2 13.2 # 93.1 
14, Dividends - D. J. 
Industrials (per share) $12.75 $21.58 $20.74 #4 69.3 
15. Book Value - D. J. 
Industrials (per share) $120.74 $225.00 $258.00 4 86.4 
16. D, J, Industrials-PRICES 381 488 625 % 28.1 
17. D. J. Industrials 
P/E Ratios 19.1 13.6 18.2 - 28.8 
15. D. J. Industrials 
Yield 3.35 4.42 3.32 # 31.9 
19. High grade bond - Yield 
(Moody's AAA comp.) 4.73 2.78 4.45 
20. Yield spread 
(stocks over bonds) - 1.38 1.64 - 1.13 
(a) Disposable personal income in constant (1954) dollars, 
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379.8 


# 113.7 


# 64.0 
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? 


25.3 


1.9 


13.0 








so, this means that far too many people 
are thinking of price in terms of an 
arbitrary index figure representing the 
price tag of 30 individual securities. 


Price vs. Value 


About five years ago, I had occasion 
to examine this index related to other 
key factors in our economy. Taking as 
a base period 1929, an era in which 
most everything was considered high, 
the thought occurred to me that bring- 
ing the figures up to date might make 
sense, in particular changes in the past 
5 years. Thus we compared absolute per- 
formance within the various segments 
and relative performance between the 
components, 

In the column percentage change 
1929-60, stock prices as measured by 
the Dow have increased in the lowest 
range of the figures shown. Note the 
substantially larger increase in such 
items as GNP, physical production, per- 
sonal income, money supply, corporate 
earnings and dividends, even real pur- 
chasing power and wholesale and retail 
prices. Yields and price-earnings ratios 
on the Dow are about the same today 
as in 1929, In retrospect, the various 
underlying economic and financial com- 
ponents didn’t justify the 1929 Dow 
price level. One might then conclude a 
much larger increase was to be expected 
and desired between 1929-60 


in the 


basic factors to equate 


the Dow Index. 


Look 


creased 28°. 


particularly 


more 


a smaller rise in 


at 
right-hand column showing percentage 
change in the last five years. One thing 
stands out: stock prices on the Dow in- 


than 
factors listed above the index. Observe 


the extreme 


of the 


any 


also that both earnings and dividends 
of the Dow actually declined in 195% 
compared with 1955. Total corporate 
earnings showed a modest increase, with 


of 


dividends 


these 


corporations uj 


about 18%, reflecting larger payout. 
Undoubtedly, the base period 1955 fo1 
the Dow was more heavily influenced by 
the peak automobile year than was true 
for all corporations. 


Significantly, the price-earnings mul: 
tiple increased one-third in the last five 
years and has about doubled in the last 
ten years. Can we expect this multiple 
to increase another third in the next 
five years so that the Dow will sell at 
25 times earnings? Earnings themselves 
have found rough going from 1959- | 
1960, and the uncharted ground of 1960- 


1965 holds 


no 


spectacular 


promise. 


Moreover, for many companies, earl 
ings will have to increase substantial 
in the next five years, reflecting i 
creased value, merely to justify 16 
prices. If the threefold premise — (1! 
moderate but no dynamic increase 1! 
total corporate earnings, 


(2) no sub: 
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stantiaily larger payout, and (3) un- 


likelihood of similar increase in price 
earnings multiple — has validity, what 
then will increase stock prices? They 


would seem to go up only if the market 
is eve: willing to anticipate the future 
five years in advance. This doesn’t seem 
likely. | 


higher than five years ago with very 


undeniably, the price tag is much 


little reason. Caution and a high degree 
of selectivity seem most prudent. 

Value is a nebulous concept which 
Webster defines as “proper price, the 
quantity of money, goods, or services 
which an article is likely to command 
in the long run as distinct from its 
price in an individual instance.” By 
definition then, the word implies that 
it may be above or below the price tag. 
How does one appraise or determine 
value in a given situation? Among other 
things. it involves good aggressive man- 
agement. labor 
nature of the industry, position of the 


harmonious relations, 
company within the industry, financial 
history and position, trend of profit 
margins, research, growing markets, 
sales outlook, and ability to translate 
sales inlo satisfactory profits. Value is 
not static but dynamic in nature: for 
this reason, one must constantly study 
all factors and be satisfied that it is 
moving in the right direction, particu- 
larly if the price tag is increasing at the 
same time. 

The value approach to common stock 
selection is no cure-all formula for the 
woes of the trust investment officer. Un- 
der normal 


conditions. it is no easy 


job to keep abreast of changing indus- 
tries. management and financial evalua- 
tion, development of new products and 
processes. In addition to this, however, 
one is faced with constantly trying to 
determine the monetary and fiscal role 
in the economic scheme as well as plot 
some intelligent course with reference to 
the international situation. At best, in- 
vesting in common stocks is most haz- 
ardous. and one can only hope that 
performance of his selections on balance 
will be favorable. Notwithstanding 
these difficulties, I have tried to make 
the following points: 


1. Business will be good in the ag- 
gregate this year; current trend is un- 
certain. 


2. Bonds as a group still have more 


appeal than equities in terms of in- 
come and relative value. 

_3. Equities should be bought cau- 
tiously and with an even greater de- 
gree of selectivity. 

4. Selection of common stocks with 
good solid basic value that continues 
to grow is more important than tim- 
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ing. This is not to minimize the lat- 
ter. 

5. The price tag tends to distort 
one’s idea of value unless an orderly 
and systematic analytical approach is 
employed. 

6. Common stocks ought to return 
more than fixed-income securities over 
a sustained period of time. 


The foregoing should be viewed in 
the light of individual fallacy, best 
summed up ten years ago by Roger F. 
Murray at the Mid-Continent 
Conference in St. Louis: 


Trust 


1. We are easily led astray by 
emotions, falling prey to waves of 
mass optimism and pessimism. 


2. We tend to overestimate the 
value of our judgment and to under- 
estimate the importance of analytical 
work necessary for good selection of 
individual securities. 

3. We have become expert at con- 
vincing ourselves that our conclusions, 
once reached after great hesitation, 
become immutable when reduced to 
writing. 

A A A 


e The Collective Investment Funds for 
Employee Benefit Plans of First National 
Bank, Minneapolis, nearly doubled dur- 
ing the fiscal year ending March 31. The 
funds totaled $7,230,466 compared to 
$3,824,099 the year previous. The aver- 
age investment is now about $70,000. 











to meet the specific needs 
of banks 


Income tax exemption gives municipal 
bonds an important edge over taxable 
securities today. An exceptional diversity 
of tax-exempts are included in our cur- 
rent offerings, as well as public utility 
and industrial bonds and railroad equip- 
ment trust certificates. All are of special 


interest to bank security buyers. 
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YIELDS OF YIELDS OF PRICES, DIVIDENDS | 
TAXABLE TREASURIES CORPORATE BONDS AND YIELDS 
BY MATURITY GROUPS BY RATINGS 125 INDUSTRIAL STOCKS 
sais 3 i T T T T T ——— 
— t+ 220 PRICES AND DIVIDENDS + 
DOLLARS PER SHARE | 
- 200 4 
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% 
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¢ 
— End of Month -— Range for Period 
1960 1960 1959 1960 1951-59 
ew poo line Stow Stele 1946-50 1941-45 1931-40 1919-1930 
1. U.S. Government Bond Yields 
8-Year Taxable Treas. ——____. % 4.37 4.32 4.24 5.11-3.98 5.17-1.35  1.68-0.90 1.32-1.07 (a) (a) (a) 
6-Year Taxable Treas. _....._-_>-—s—s 4.43 4.38 4.32 5.07-4.02 5.10-1.75  1.87-1.06 1.70-1.24 (a) (a) (a) 

10-Year Taxable Treas. ——_.___ 7 4.29 4.37 4.32 4.91-4.09 4.87-1.95  2.10-1.38 2.10-1.49 (a) (a) (a) 

Bank 24s, 9/15/72-67 __.-_--——s 4.07 4.23 4.13 4.68-3.97 4.64-2.21 2.48-1.96 2.48-2.03 (a) (a) (a) 

Victory 214s, 12/15/72-67 — 9, 4.03 4.17 4.05 4.59-3.92 4.58-2.44 2.48-2.08 2.50-2.37 (a) (a) (a) 

314s, 1983-78 % 4.08 4.24 4.05 4.44-4.03 4.39-2.59 (b) (b) (b) (b) 

3s, 1995 oe 3.78 3.82 3.85 4.10-3.69 4.06-2.94 
2. Corporate Bond Yields 

Aaa Rated Long Term —_._.____ wes: 4.48 4.46 4.43 4.61-4.44 4.61-2.65  2.91-2.45 2.88-2.59 5.75-2.70 6.88-4.42 

Aa Rated Long Term ——________ ¢ 4.62 4.61 4.53 4.78-4.55 4.73-2.70  2.98-2.53 3.06-2.66 7.03-2.90 6.84-4.59 } 

A Heated Long Term... % 4.85 4.81 4.70 4.95-4.78 4.92-2.87  3.28-2.67 3.39-2.78 9.23-3.35 7.71-4.91 (' 

Baa Rated Long Term ———______ Ct 5.28 5.23 5.02 5.37-5.16 §.32-3.15 3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.32 t 
8. Tax Exempt Bond Yields 

Aaa Rated Long Term ——.__-___._. % 3.38 3.34 3.31 3.65-1.28  1.98-0.90 1.84-0.93 2.81-1.56 (d) (d) 

Aa Rated Long Term ——____. % 3.60 3.56 3.57 3.81-1.37 2.21-1.04 2.11-1.21 ~ 3.02-1.78(d) (d) 

A Rated Long Term ——........ % 3.86 3.80 83 4.03-1.72  2.64-1.28 2.49-1.49 3.29-2.11(d) (d) 

Baa Rated Long Term 4.33 4.28 20 4.51-1.98 3.05-1.57 2.94-1.80 3.71-2.60(d) (d) 

4. Preferred Stock Yields 
Industrials—High Dividend Series 
Wile Cameo eG 4.77 4.69 4.64 4.82-4.69 4.85-3.80  4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.75 
Medium Grade .— ©... ¢ 5.31 5.25 4.94 5.31-5.21 5.60-4.45  6.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 
Industrials—Low Dividend Series 
MI en, “Me 4.55 4.48 4.39 4.68-4.47 4.67-3.45 $.92-3.27 (e) (e) (e) (e) 
Medium Grade —.___________ = 4.85 4.85 4.73 4.98-4.81 5.16-3.80  4.20-3.52(e) (e) (e) (e) 

Utilities—Low Dividend Series 

ES wee 4.94 4.90 4.75 5.06-4.83 5.12-3.77  4.24-3.40(e) (e) (e) (e) 
Mewes Grate... “% 5.07 5.04 4.94 5.30-5.04 5.34-4.17  4.65-3.69(e) (e) (e) (e) 
5. Common Stocks 

125 Industrials—Prices (g) ——___ $174.47 169.82 188.58 178.05-169.82 196.07-66.75 64.46-43.20 49.30-22.69 49.10-10.56 78.06-34.81(f) 

125 Industrialse—Div. (g) ~~ 6.05 6.05 5.80 6.05-6.03 6.01-4.13  4.44-1.76 1.94-1.52 2.05-0.72 2.53-2.16(f) 

125 Industrials—Yields _.._._-__ Te 3.47 3.56 3.08 3.55-3.39 6.79-2.96 7.29-3.20 7.71-3.56 10.13-2.59 6.21-3.19(f) 
(a)—U. S. Govt. Bond Yields in this series date from Jan. 5, 1943. (e)—Low Dividend Preferred Yield Averages in this series date from 
(b)—U. S. Govt. Bond Yields in this series date from April 15, 1953. Jan. 2, 1946. 

(ec) —U. S. Govt. Bond Yields in this series date from Feb, 15, 1955. (f)—125 Industrials Averages date from Jan. 1, 1929. 
(d)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. (g)—Dollars per share. 
*Revised 
—— 
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| RESERVES AT ALL-TIME HIGH 


EARNINGS INCREASED 18.5% OVER PREVIOUS YEAR 






































mall 
NORTH ger ar pet eh pone naan apg proved reserves 
of crude oil and natural gas liquids in the United States 
| and Canada rose to 2,243 million barrels—the highest THE STORY IN FIGURES 
| point in history. A large bank of favorable acreage is 
| under lease. A new record in natural gas production sae“ 1959 1958 
was established while reserves were climbing to a new a oe COE $1,980,779,000 1,882,441,000 
high total of 15.3 telllion cubée fect. Met domentic codices on ee $ 139,597,000 117,775,000 
| a : ries Net earnings per average 
production of crude oil and natural gas liquids showed outstanding share $ 3.90 3.29 
4 a 7.1 per cent increase over 1958 (contrasted with an Dividends paid*. isecisaccacn ee 000 53,197,000 
| industry gain of 5.7 per cent) despite continued severe Dividends paid per share*.... . . ” 1.931 "1.687 
| proration in Texas and other states and the province Earnings retained in the business $ 85,099,000 64,578,000 
| of Alberta. Net production averaged 305,839 barrels Capital expenditures........... $ 268,868,000 270,387,000 
| a day despite restrictions to 123 allowable producing a Perr tt eee erties py 
| days in Texas last year. Natural gas production in- wagers -- rag SN i lala lial 2,161,981,000 — 2,076,853,000 
| creased 12 per cent to 1.51 billion cubic feet a day. Psat iepceaaideamaehie ’ on nes 
LO| : : 
FOREIGN ACTIVITIES. Some of our foreign prospects Crude oil and natural gas liquids 
- for crude oil development moved toward realization. barrels per day, net..... : 307,686 285,474 
- We drilled 91 wells in Argentina under a contract with Natural gas, thousand cubic feet ; ; 
the state oil agency, developing an indicated producing Db ee 1,509,343 1,347,590 
capacity of 24,000 barrels per day. In Venezuela we Oil wells owned, net (year end).. 11,164 10,872 
hold a one-third interest in a well in central Lake Gas wells owned, net (year end). 2,268 2,193 
4+ | Maracaibo that flowed light oil on test at a rate of MANUFACTURING: 
5,000 barrels daily. In addition exploration continues Refinery input, barrels per day.. 598,280 640,648 
in Iran, Libya, Algeria, Mozambique and Italy. oe capacity, barrels 
per day (year end)........... 707,400 
MANUFACTURING. The year saw significant advances MA piictneng - — 
6 in the continuing program of improvement and modern- Refined d t ld. b 1 
ization. At Whiting, a 140,000-barrel-a-day crude oat dee... eee mnteeneT 661.466 
running unit, one of the largest in the world, came on Retail outlets served........... 28,380 38/082 
| stream replacing nine smaller obsolete stills. At Wood Natural gas sold, thousand _ ais ‘ eee 
| River a 67,500-barrel-a-day unit replaced five obsolete cubic feet per day............ 1,566,993 1,422,498 
| if stills, and a 30,000-barrel-a-day fluid catalytic cracking Crude oil sold, barrels per day... 325,416 277,183 
| unit retired six old thermal cracking units, a small cat TRANSPORTATION: 
) | cracker, and two vapor recovery units. at a a re 252 281 
{ . ipelines owned, miles (year end) 17,609 7,5 
RESEARCH. In 1959 the potential of the Athabasca tar Pipeline traffic, million "ool sia 
sean sands of Canada was brought closer to realization by Miles... . 1.22. ene eeeecces 155,332 152,796 
0 our exploration and production research efforts and Tanker and barge traffic, 
field tests. In addition to a number of important prod- million barrel miles.......... 90,191 93,710 
uct improvements, our product and process research PEOPLE: 
was reorganized to provide a more effective focus of Stockholders (year end)........ 158,553 151,937 
scientific talents. Employees (year end).......... 43,569 46,033 
MARKETING. Despite increasingly keen competition, Sieeatanianrenes “eee ee 
our sales record was surprisingly good. We increased *Dividends paid” include the value on this Company’s books of the Standard 
our share of the reseller market on a national average. Oil Company (New Jersey) stock distributed as a dividend. ‘Dividends paid 
All-time sales records were set in tires, batteries, per share” include the market value of the Jersey stock on date of distribution, 
accessories and LP-gas. Efforts to reduce distribution 
2 costs gained momentum with a unique pipeline ter- 
9 minal at Trenton, Missouri, which permits drivers 
1 \ to load trucks directly from the pipeline, thus elimi- 
2 nating storage expense and reducing manpower 
requirements. 8 P THE COMPANY AND ITS SUBSIDIARIES 
Standard Oil Company (Indiana) clusive trade- k rights to th 
hrs AND FINANCING. Net worth at the end of en fully aeaenee oil eee. Standard Oil pace. een. Poo Boy 
P 2 * > The parent company, estab ishec iaries—The American Oil Com- 
$2 a eae 2 go a gain from 1958 s record in 1889, operates as a refiner, trans- sani onl Utah Oil Refining Soap 
$60 44 » 1359 é «$58.06 ir eee increased to porter, and —- in +4 Mid- pany—refine and market in 33 
z in rom * in a western states. In these it has ex- other states. 
DIVIDENDS. Total dividends in 1959 had a valu 
5 $1.931 per share, equal to about 50 per cent of Ba sting eceniemmmenaeal teianinneemeaass 
1 Regular cash dividends for the year were supplemented @ © 
by a special dividend in Standard Oil Company (New aaa. eA Ta. 
Jersey) stock h : 
ey) stock with a value, based on the December 18 (STANDARD ( U co ) AMOCO 
market price, of 53.1 cents per share. We have paid = Dw” =| ar wa! 
dividends for 66 consecutive years. — — 
STANDARD OIL UTAH OIL THE AMERICAN OIL 
r----- i eae ee cache beh ee een COMPANY REFINING COMPANY COMPANY 
ST ‘ | (INDIANA) pres est —- fe rit te transports, — 

/ y ~ > y roducts and sells them in t ducts in 2 
g1(f) | _ N D A R D 0 I L Cc Oo M 3 A N Y | five Western states. _ ct ag os a ge acne 
wert 910 SOUTH MICHIGAN AVENUE, CHICAGO 80, ILLINOIS | aeadieencaienees 
19(f) l Please send me a copy of the Standard Oil Company (Indiana) | 

1959 Annual Report. | Other major subsidiaries (wholly owned): Pan American Petroleum Cor- 
» from anae | poration ® Pan American International Oil Corporation @ Service Pipe Line 
| 6 | Company @ Indiana Oil Purchasing Company @ Tuloma Gas Products 
STREET | Company @ Amoco Trading Corporation ¢ Amoco Chemicals Corporation 
CiTy | 
= STATE 
i ne Eee ee | 
ee 
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AMERICANS 


Live,' Stuart 
turned professional 


titled Live and Let 
Chase. the C.P.A. 


pundit, foresees in some 140 rather 


I: HIS “A PROGRAM FOR 


dreary pages ugly consequences of 
wide-spread “exponential growth” un- 
less it be controlled by some master 


planning on the international level. 


“Exponential growth” is a_ broad 
term for the type of expanding increase 
typified by compound interest and as a 
concept first received hysterical acclaim 
when it was applied in the early nine- 
teenth century to burgeoning birth rates 
by Thomas Malthus, a clergyman doub- 
ling as economist. The Malthusian hypo- 
thesis assured ultimate famine in that 
food supply would increase at a slower 
than 
the exponential (geometric progression } 


rate (in arithmetic progression) 


growth in the number of consumers of 
food, i.e., the population. The pessimis- 
tic cleric postulated war and pestilence 
as possible deterrents to population 
growth but ignored the possibility of 
increased per capita agricultural pro- 
duction. Technological advances in hus- 
bandry. food processing and preserva- 
tion have matched population growth in 
the so-called Western civilization: and 
have burdened the tax-payers of the 


lLive and Let Live, Stuart Chase, Harper & 
Brothers, New York, 1960. 


CORPORATE FINANCE ANALYSES .. . 


O. ROGERS FLYNN, Jr. 


Graduate School of Business, Columbia University 


LONG TERM FACTORS IN INVESTMENT ANALYSIS — 


IS GROWTH CONTINUING? 








U.S.A. with indigestible surpluses of 
basic farm commodities. 

Although we do not accept the exag- 
of Chase’s Neo-Malthusian 
attribute exponential 
growth potentials to a broad spectrum, 


gerations 
notions which 
it has been evident for some time that 
American investors must face up to the 
realities of the declining productivity of 
their capital. In short, most companies 
have demonstrated an inability to main- 
tain the rate of return on capital em- 
ployed as measured by book values; 
and to maintain the rate of return on 
the market value of the capital employed 
by publicly-owned companies, most no- 
tably, at the common stockholders’ level. 

The market 
value of common stockholders’ capital 


rate of return on the 
is the reciprocal of the price-earnings 
ratio so that rising price earnings ratios 
bespeak declining rates of return on the 
market values of common stocks. 


Different Extrapolations of Growth 


Extrapolations of growth are import- 
ant when we seek to evaluate the shape 
of things to come from the models of 
the past. 

Increasing its annual cash dividend 
distributions from 13 cents a share in 
1950 to 50 cents in 1959 (basis of con- 
templated 3 for 1 split), Minnesota 
Mining supports its repute as a growth 





a LIFESAVER for Community Bank Trust Officers 
Who Need Assistance “FROM THE TRUST VIEWPOINT" 


Yes ... Studley, Shupert Trust Investment 
Council services go far beyond mere statistical 
data and generalized analyses of 

economic conditions. Instead, the Council 





TRUST INVESTMENT 
COUNCIL 


augments its Members’ trust department 
personnel with a staff of experienced, 
competent, trust-minded specialists .. . 
and these assist Members in attaining the 


specific trust objectives of individual accounts. 
We invite you to investigate the advantages 
of Council Membership. Write Dept. TE-2. 


STUDLEY. SHUPERT TRUST INVESTMENT COUNCIL 


1617 Pennsylvania Boulevard, Phila. 3, Pa. 
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24 Federal Street, Boston 10, Mass. 


stock. If we extrapolate an_ identical 
achievement for MMM for the next dec. 
ade, do we mean: a gain in cash diy. 
dends of 37 cents a share (up to about 
87 cents a share); or a percentage gain 
of about 2857 which would require 
per share dividends for 1968 of some $2 
a share; or exponential growth at an 
annual rate of about 25° which would 
bring cash dividends up to about $6 a 
share at the end of the forthcoming ten. 
year period? 

future 
growth at an exponential rate is that 


An implicit assumption of 
each dollar of earnings “ploughed back” 
will remain as productive in the years 
to come as the dollars “in hand” have 
been in the past. 

The simplest measure of maintained 
productivity of dollars is the incremen- 
tal comparison of sales, earnings, and 
investment. When investment increases 
at a faster rate than earnings over a 
span of years then we must assume that 
the reinvested earnings are less produc- 
tive. 

Exponential growth is no longer a 
fact of life for many of the enterprises 
that still carry the label “growth com- 
pany.” 

The determination of a cut-off point 
for growth stock commitments is com- 
plicated by year-to-year earnings flue- 
tuations and the increasing analytical 
unreliability of book figures as measures 
of the relative earning power of invested 
capital. Declining rates of return on in- 
vested capital are a long term factor in 
common stock portfolio management 
that should be checked periodically. If 
market valuation appears to be based 
upon exponential future growth while 
earnings performance show a declining 
rate of return on “ploughed back” cap- 
ital, there is a basis for remedial in- 
vestor action. 


Declining Profits 
The growth of commercia! activily 
and the expansion of facilities may he 
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ESTATES 


expected to narrow “value added” 
from which profits are drawn. The 
causal factors for such a contraction 
may be both competition and the desire 
to exp nd volume by price reductions in 
order (0 employ fully new facilities. 

Employment costs are claiming larger 
shares of the “value added” by individ- 
ual companies. (This is the pool of 
dollar values from which both profits 
and wages are drawn.) Added dollar 
investent may obviate increased unit 
labor costs and represent a lesser dam- 
age to the rate of return on capital than 
a larger wage bill. 


Trends of Value Added 
With over 50% of the 200 largest 
manufacturers now reporting employ- 
ment costs, it is possible for security 
analysts to build up synthetically from 
the identifiable (wages. 
taxes, profits, depreciation and_ rent) 


factor costs 


that are presented in annual reports to 
shareholders or in their 10-K reports to 
the S.E.C.. the amounts of “value added” 
for yearly accounting periods. Adjust- 
ments must be made for changes in in- 
ventory by adding to “value added” for 
the period the amount of inventory in- 
creases and subtracting the amount of 
inventory decreases. 

The trend of “value added” and how 
it is apportioned are important facts of 
financial accomplishment that should 
aid in identifying unfavorable long term 
factors such as disproportionate _ in- 
creases in labor costs. 

The use of “value added” in security 
analysis is relatively new and norms of 
judgment are still in the process of be- 
ing formulated, but for analysts who 
seek early wafts of impending decay, 
this quantity offers an interesting new 
tool. 

A company that increases “value 
added per dollar of market price” of 
its common stock has made progress 
unless the share of the common stock 
in the “value added” has declined. 

We may all be seeking to identify 
companies with established financial 
strength that have a demonstrated rec- 
ord of increasing “value added” in re- 
lation to the common shareholders’ cap- 
ital and at the same time increasing the 
percentage that net income bears to the 
“value added.” 


A AA 


* J. W. Thigpen, vice president and 
trust officer, Bank of the Southwest, 
Houston, has been elected vice president 
of the Houston Chapter, Tax Executives 
Institute of America. 
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ECONOMIC TIDES 
(Continued from page 554) 

terest. Instead of hamstringing manage- 
ment through burdens, 
workers ought to regard executives as 
the star salesmen for their hours of 
labor. It is thus nothing more than en- 
lightened self interest for employees to 
remove from management unnecessary 
obstacles which block their efforts to sell 
the hours of labor of employees. Obvi- 
ously, management undertakes to mer- 
chandise employee hours through cre- 


intensifying 


ating products of a quality. design and 
price which are attractive. 
The American national economy will 


be strengthened by widespread recogni- 
tion by the unions as well as by man- 
agement of the necessity, in light of 
greater international competition, to 
take a fresh look at the controversies 
which some mistakenly assumed had 
been “settled” forever by the New Deal 
and the Fair Deal. The new view should 
be based on recognition that fresh con- 
ditions and changed prospects also tend 
to render ideas, laws, and judicial prece- 
dents obsolete. 


If more intense foreign competition 
causes a fresh orientation on stale eco- 
nomic ideas, theories and laws. it can 
prove a blessing in disguise. 
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FACILITIES FOR INSTITUTIONAL 
BLOCK PURCHASES AND SALES 


The Trading Department of Eastman Dillon, Union Securi- 
ties & Co. regularly maintains a large inventory of institu- 
tional grade bonds, preferred and common stocks. This fre- 
quently enables us to meet our clients’ block purchase or sale 
requirements without disturbing existing markets. 


The firm maintains trading markets in selected issues of 
the following securities: 

Public Utility Common and Preferred Stocks, and Bonds 
Industrial Common and Preferred Stocks, and Bonds 
Canadian Stocks 
Railroad Bonds 
Equipment Trust Certificates 
Municipal Bonds 


U. S. Government and Federal Agency Obligations 


MEMBERS NEW YORK STOCK EXCHANGE 
15 BROAD STREET, NEW YORK 5, N. Y. 
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3-STAGE PLANNING 
(Continued from page 538) 


insurance protection for his family, the 
time has come for him to think of in- 
vestments. 

Dr. Cohen noted that basically there 
are three objectives in investments: in- 
come, safety and capital gain. He sug- 
gested that the professional’s objective 
at this point should be capital gain since 
that is the best way to get income with- 
out adding to his tax burdens. 

He suggested investing in securities 
over the business cycle, swinging from 
stocks to bonds when the signals point 
30% 


of funds in blue chips and growth 


downward. He suggested putting 


stocks: 20°¢ in speculations, and the 
other 30° in cyclical or defensive 
stocks — cyclical in the upswing and 


defensive in the downswing. 

On the downtrend. said Dr. Cohen. 
he would get out of speculative and 
cyclical stocks into bonds and defensive 
stocks — electric utilities. for example. 
On the uptrend, he said, he would get 
out of bonds and defensive stocks into 
cyclical stocks like auto 
aluminum, and into speculative stocks, 


steel. and 


of which electronic shares are a prime 
example. 


Planning Future Disposition 


On the question of providing for fu- 
ture disposition of the estate, Mr. Gro- 
theer made these observations: 


It is generally a good idea to leave 
the home to the widow outright: there 
is no point in putting it in a trust. If a 
house is held in joint tenancy with the 
wife, cancelled checks should be kept to 
prove who pays for what, because the 
presumption is that joint tenancy prop- 
erty belongs to the first one who dies. 
If the wife predeceases the husband the 
latter may find himself liable for estate 
taxes. 


e Take advantage of the marital de- 
duction. On an estate of $150,000 left 
entirely to the wife, she would pay 
taxes of about $2.500 and on her death 
the tax would be more than $21.000. 
But if she receives only half outright or 
in a qualifying trust and the other half 
in a non-taxable trust, the tax at her 
death would be only about $2,500, or 
a saving of $15.000 to $16.000. 


e Since the widow might not get in- 
come immediately from the estate, pro- 
vision should be made to allow her to 
obtain $5,000 immediately to meet any 
pressing bills. 
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MASSACHUSETTS INVESTORS 
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A prospectus relating to the shares of any of these separate 
investment funds may be obtained from authorized dealers or 


VANCE, SANDERS & COMPANY, INC. 
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BOSTON 9, 
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Investing at Retiremeni 


At age 60 the time has come ‘or the 
professional man to think of switching 
his investment policy, Dr. : 
clared. He suggested: Tax exem»t my. 
nicipals, annuities and higher \ ieldine 
blue chips that return 444% jo 5%. 
Also high grade utility stocks — fiye 
of the very good ones will offer safety 
with high returns. And high-grade cor. 
porate bonds — triple A or double A. 
which yield 414%. 

On an investment of $150.000 this 
portfolio would return about $7.500 4 
year. Add Social Security and the total 
income would approximate $10.()00, 

My own feeling is that since the pro. 
fessional age 60 would have a fixed dol. 
lar investment for retirement and death 
in the ordinary life insurance he carries, 
this fixed dollar income can be turned 
into an annuity for himself and, per. 
haps just as important, into a joint and 
survivor annuity. This would provide an 
income that would not be dependent on 
how good the professional’s investment 
advice was. At this stage of life, he 
would have between $30,000 to $50,000 
worth of paid up insurance which he 
could make use of for annuities. 

It is also important at this time to 
make sure that provisions of the part- 
nership agreement do not jeopardize 
the Social Security payments. 


Plan for All the Family 


Mr. Grotheer was of the opinion that 
at age 60 the professional should plan 
for the entire family. If he is going to 
trust should 
continue in further trust for the chil- 
dren after her death to save inheritance 
taxes. As for the fear that trusts may 
not be flexible enough, Mr. Grothee 


create a for his wife. it 


pointed out that the children can be 
given the right to invade principal up 
to $5.000 or 5‘7. 
greater. in one year. 


whichever amount is 


This is also the time perhaps for the 
professional to stop paying insurance 
premiums and either take out an an- 
nuity or paid-up insurance, Mr. Gro- 
theer added. pointing out that a retired 
man does not have enough income to 
pay large premiums. 

Gifts should be given consideration. 
he said. This can apply to life insur 
ance; it can apply to a house. But in 
giving anything to the wife. \[r. Gro- 
theer cautioned. the wife’s will mus! 
also be planned. He cited one instance 
where a husband gave a sizeable for 
tune to his wife. However. she died firs! 

(Continued on page 52S) 
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INVESTMENT COMPANY NOTES 
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Savings Banks Assess Entry 
into Mutual Fund Field 


The heads of two of the largest sav- 
ing banks in New York state have en- 
dorsed within the last two months the 
entrance of these institutions into the 
mutual fund field. Joseph A. Kaiser, of 
Williamsburgh Savings Bank, and Earl 
B. Schwulst. of the Bowery Savings 
Bank, gave their blessing to a still un- 
completed study being made by the State 
Association of the feasibility of offering 
savings bank depositors shares in a bank 
organized mutual fund concentrating 
its portfolio in common stocks. 


The banks would provide an extreme- 
ly convenient channel through which to 
make available equity investment to the 
small investor such as the person who 
presently is attracted by the ten-dollar- 
per-month contractual plan. In addition, 
through one institution the investor will 
also be able to obtain in a few states 
insurance and in certain instances a 
very reasonable reducing-term policy to 
protect his family while building up his 
mutual fund and savings bank account. 
With 125 such institutions plus branches 
in New York state and another 400 
throughout the country, the sale of such 
a package over the banks’ counters, pre- 
sumably without a selling commission, 
will present a real challenge to the states- 
manship of the established mutual fund 
industry. Will the open-end company 
leaders support the organization of such 
a desirable channel for equity invest- 
ment ? 

For that matter Mr. Kaiser, in his ad- 
dress on April 20 before a state group in 
Schenectady, pointed to the savings bank 
study as an example of “how savings 
bankers are meeting their competition.” 
The main topic of his address, how- 
ever, was the danger to savings banks 
deposits from inflation and thus he was 
particularly concerned that the institu- 
tions attempt to furnish some degree of 
hedge against the rising cost of living 
through an equity mutual in which de- 
positors might invest directly. 

Mr. Schwulst, speaking on May 10th 
before the 40th convention of the Na- 
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tional Association of Savings Banks, 
explained that he is a trustee of T.I.A.A. 
(Teachers Insurance and Annuity Assn.) 
and that C.R.E.F. (College Retirement 
Equities Fund) had been organized to 
provide an equity counterpart through 
its pioneer variable annuity. The vari- 


able is “in general, somewhat like the 
mutual fund,” he observed and other 
companies in the insurance field are 
adopting the idea to provide some meas- 
ure of equity balance. Similarly, while 
the savings institutions would be ex- 
cluded from the variable field, they 
might well provide equity flavoring for 
their depositors through the medium of 
common stock mutuals. The fund should 
follow the pattern of C.R.E.F. (and the 
recently enacted New Jersey legislation ) 
in that the equity investment would nec- 
essarily be a certain percentage of the 
individual’s regular savings balance. Mr. 
Schwulst said that the regular savings 
account “would provide an emergency 
reserve for the depositor and, at the 
same time, would prevent too heavy a 
drain of funds out of deposit accounts 
into the common stock fund.” 





Firms Move to Solve 
Part-timer Dilemma 


“In this business as is so often the 
case in the life insurance field. if you 
don’t put business on the books. you 
don’t get paid,” a highly successful mu- 
tual fund salesmen recently emphasized 
to us. Therein lies the dilemma of the 
part-time salesman. As pointed out by 
some of the mutuals’ most persistent 
critics, the adequacy of the part-timer 
at his best is to be questioned. But how, 
under the circumstances, are the trainee 
and the newer salesman to be self-sup- 
porting? Indeed certain‘of the larger life 
companies will carry select trainees for 
a year, providing adequate compensa- 
tion before it is available through sell- 
ing commissions. With the mutuals. the 
problem is more difficult since a greater 


volume is sold through independent 
dealers whose ties to the large sponsor- 
ing fund organizations are merely 


through selling agreements. 


Two mutual organizations—one a con- 
tractual sponsor, the other a dealer 
have recently 


announced 


moves that 








AFFILIATED 
FUND 


A Common Stock Investment Fund 
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are first steps in answering the prob- 
lem of the newer salesman’s compen- 
sation. Federated Investors, Inc., which 
manages and sells Income Foundation 
Fund primarily on a contractual plan 
basis both through its own sales force 
and independent dealers. has arranged 
to help finance dealers’ salesmen. In this 
instance, the salesman must have placed 
the business on the books, but instead 
paid for the commissions 
earned only the first month of his con- 
tractual sales. commissions due the next 
five months are prepaid to him. The 
dealer firm incurs no liability and ties 
up no capital. Salesmen in Federated’s 


of his being 


organization have the same opportunity 
of advance payment of commissions as 
has also been provided by several other 
large contractual sponsors selling 
through their own group. 

The step forward among dealers has 
taken by the Empire Planning 
Corp. of New York which retails pri- 
marily One William Street Fund and the 
Dreyfus contractual. Top man Gerald 5. 
Jeremias is very insistent on the pro- 
fessional approach in selling mutuals. 
He watches for the men who attend sales 
meeting 


been 


regularly, have disciplined 
themselves to making regular calls on a 
steady mutual 
selling their life-time career. Each year 
he will add the most promising ten per 


schedule and consider 


cent of his force (now approximating 
sixty). to those he will finance so that 
they can have assurance of a steady in- 
come. He in turn will thus be assured of 
increasing the well-trained full-time per- 


sonnel in his organization. Mr. Jere- 
mias observed to this column: “If you 
expect people to take your advice and 
stick to it for a lifetime and stake all 
their financial plans and retirement on 
this advice, you have to be a profes- 
sionally trained expert and you have to 
have the necessary professional train- 


ing.” 


Index Shows Mutuals 
Outperformed Market 


The mutual funds covered 
in our monthly Index held up consider- 
ably better than the stock averages dur- 
ing the four months’ decline to the mar- 
ket low at the end of April. The princi- 
pal value of the balanced funds declined 


nation’s 


: OC, 
V7.0 fF. 


the flexible type funds depreciat- 
ed 6.6°¢ and the common stock funds 
decreased 7.1° in 


and Poor’s 


while 
500-Stock Index 
fell 9.27 during the same period. 
Individual funds varied considerably 
in asset performance. Star in the bal- 
ance group was the Johnston Mutual 
Fund with a norminal decline of 0.4‘c. 
Surprisingly 


asset value. 
Standard 


enough, this record was 
bettered by National Investors, a com- 
stock fund, which was above its 
year-end value at the end of April. hav- 
ing achieved on April 18 an all-time 
high 1.1‘¢ above its December index 
figure, a top subsequently exceeded in 
May. 

As to be expected, there was also con- 
siderable variation in the return from 
income dividends. The average percen- 


mon 


tage return over the preceding twelve 
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Invested in bonds, preferred 
and common stocks selected 
for reasonable stability and 
possible long-term growth of 
principal 
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Copies of the Prospectuses obtainable from 


Stein Roe 
Stein Roe 


Stein Roe & Farnham 


BOTH FUNDS AVAILABLE AT NET ASSET VALUE 


© Farnham BALANCED FUND, nc. 
© Farnham STOCK FUND, Jnc. 


STOCK FUND 





Substantially all assets invested 
in common stocks selected for 
long-term growth possibilities 
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135 South LaSalle 
Chicago 3, Illinois 
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months was 3.07°c for the ba anced 


funds. 2.76°° for the funds with wide 
flexible investment policies and 2.44% 
for the common stock funds. The yield 
is measured by the total income diyj. 
dends paid out during the twelve 
months ending on May Ist as a jercen. 
tage of the average of the twelve month. 


end offering prices up to that dai 


Lasser Tax Institute 
Sponsors Mutual 


Three months ago a new mutual spe. 
cializing in convertible securities with 
the objective of long-term growth was 
presented to the public. (T&E, Mar. 1960, 
p. 232.) It has favored companies heayy 
in scientific research. Now another fund. 
also specializing in convertible securi- 
ties, is to be publicly offered but with 
an investment objective the direct anti. 
thesis of its predecessor. Sponsored by 
the famed J. K. Lasser Tax Institute. 
the Lasser Convertible Fund will place 
major emphasis on current income with 
the secondary objective of furnishing a 
measure of protection against inflation 
through the “kicker” provided by the 
convertible privilege. It is intended pri- 
marily for investors of middle age or 
those who shortly expect to retire. The 
Lasser organization explains. that 
through inquiries from subscribers to its 
services and publications it has recog- 
nized a need for this type of fund. 

The fund will be permitted to invest 
modestly in common stocks as well as 
in convertible preferreds and_ bonds. 
Distribution will be made directly by a 


subsidiary company through the mails | 


with maximum acquisition cost of 2% 
for initial commitment of $500: this 
will be scaled down at a somewhat higher 
figure. Management fee, which will in- 
clude expenses of operation other than 
the bank’s custodian charges, will be 
1‘ per annum of average asset value 
which is expected to be lowered after 


the fund reaches a size somewhat in | 
excess of $1 million. President of the | 
new mutual is Lee E. Gray who serve: | 


in the same capacity for Business Re- 
ports. John D. Cunnion is vice president 
of both organizations. The board in 
cludes Sydney Prerau of the Lasser Tax 
Institute and Sam Shulsky, well-known 
columnist of the N. Y. Journal-Ameri 
can. 


Founders Mutual Management 


Makes Small Offering 
The third offering of a mutual fund 


sponsoring company to be made this 
year (Hamilton Fund Management Co. 


(Continued on page 56%) 
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had been sold earlier in the month and 
Wellington in January) was represented 
by the sale of 60,000 shares of Found- 
ers Mutual Depositor Corp. Class “A” 
non-voting common, limited in_ total 
amount to just under $300,000 so as to 
be entitled to a Regulation A exemp- 
tion from registration under the Securi- 
ties Act of 1933. The company is the 
sponsor of Founders Mutual Fund and 
is responsible for sales of the plan cer- 
tificates in the fund as well as its ad- 
ministration. Underwritten by Hecker 
and Co. of Philadelphia, the offering 
was made solely for the account of share- 
holders. with 20,424 of the total be- 
longing to Lowell O. Collins, company 
president and treasurer. 

The offering is unique in that it repre- 
sents a sponsoring company administer- 
ing what is in effect a fixed portfolio. 
of Founders Mutual are 
maintained in a list of 40 well-known 
common stocks purportedly representa- 
tive of industry leaders. Additions can 
be made only with the approval of a ma- 
jority of the certificates of beneficial in- 
terest. although management can remove 
issues without such authority. It is in- 
teresting to observe that, in spite of the 
fixed nature of its portfolio, during the 
ten-year period ending December 31, 
1959 the fund ranked eleventh in princi- 
pal appreciation among all the common 
stock companies evaluated in “John- 
son’s Investment Company Charts.” 

The fund is created under a trust 
agreement among the First National 
Bank of Denver, the sponsoring company 
and the registered holders of fund cer- 


Investment 


tificates. Beneficial interests are repre- 
sented by one of three plans — a single 
purchase income plan, a single purchase 
accumulative plan and a 12!-year sys- 
tematic payment plan. The company sells 
these through 259 of its own registered 
representatives and about 70 broker- 
dealers. Gross amount paid in on plans 
in force totals $44 million with $198 
million the current total of agreed pay- 
ments. The company receives 34 of 1% 
annually of the value of the fund for 
supervision and administration, includ- 
ing trustee’s fees. 


MIT to Acquire 
Holding Company 


Never was it truer said — “the rich 
get richer and the big get bigger.” Mas- 
sachusetts Investors Trust, largest U. S. 
common stock mutual whose value ap- 
proximates $1.4 billion, is planning to 
acquire the $10 million assets of Edge- 
mont Securities Corporation, a private 
holding company. The holdings of Edge- 
mont include high-quality common 
stocks, short-term notes and cash. 

This is the fourth reported acquisi- 
tion this year of a private holding com- 
pany by an established mutual. In Jan- 
uary Broad Street Investing Corp., with 
assets somewhat in excess of $150 mil- 
lion, acquired the $36 million portfolio 
of the Bartram Brothers Corporation. 
Other 1960 acquisitions of holding com- 
panies included that of the $1 million 
S.E.C. Corporation, by Incorporated In- 
vestors, and the W and W Company, val- 
ued at almost $1.4 million, by One Wil- 
liam Street Fund. 
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Traded Over-the-Counter through Investment Dealers 


Carl M. Loeb, Rhoades & Co. 


Members New York Stock Exchange 


Branch Offices and Correspondents in 100 Cities 
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how York Capital Gund 
of Canada, Lld. 


A non-dividend paying diversified open-end investment 
company, redeemable at net asset value, seeking long- 
term appreciation through investments outside the 
United States, with not less than 50% of its total assets 
in Canadian companies and up to 50% in securities of 
companies outside of Canada and the United States. 
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Hoosier Trustmen Meet 


The annual Trust Conference «f the 
Indiana Bankers Association was held 
at French Lick on April 25-26. Follow. 
ing presentation of committee r.ports, 
Clifford R. Miller, vice president and 
trust officer of City Bank & Trust Co.. 
Jackson, Mich., discussed the Keogh 
self-employed retirement bill’s inplica. 
tions for future trust business. if passed, 
He also related some of his bank’s ex. 
periences in the promotion of pension 
and profit sharing business. 

The afternoon session of the first day 
opened with a talk by Professor William 
W. Oliver of the Indiana University 
Law School. Next came a panel dealing 
with trust operations. 


The Tuesday program began with a 
report on projects being considered by 
the ABA Trust Division’s Committee on 
Relations with the Public, presented by 
chairman Edward W. Nippert. vice 
president and trust officer, Fifth Third 
Union Trust Co., Cincinnati. 


Clifford L. Lamar of Lionel D. Edie 
& Co. Inc., New York, outlined reasons 
for the abnormally great rise in popu- 
larity of common stocks after World 
War II which pushed price /earnings ra- 
tios to levels which often obscured the 
difference between companies benefiting 
from pent-up demand and those which 
were carving out new markets. The low 
birth rate of the “30s favored labor wage 
rises in excess of the productivity factor 
but entry of war babies into the work- 
ing force during the next few years 
should tend to lessen this trend, while 
helping to accelerate annual 
from, roughly, two per cent to around 
four or five per cent. Fiscal orthodoxy 


growth 


around the world and free capital move: 
ment will influence higher interest rates 
than in the post-war period. 


Mr. Lamar’s conclusion is that invest- 
ment policy for the ’60s should meet 
these premises: price/earnings ratios 
will probably not double again: infla- 
tion will moderate; interest rates will 
remain at a relatively high level. 

A panel on trust investments was led 
by John D. Clark, Jr., Old National Bank. 
Evansville. His cohorts were Jackson R. 
Lehman, Fort Wayne National Bank: 
Luther C. Dilatush, Merchants National 
Bank and Trust Co.. Indianapolis: Rob- 
ert J. Thiel, National City Bank. Evans 
ville: and John J. Carter, Indiana Ne 
tional Bank, Indianapolis. 

Indiana State Bar Association presi 
dent-elect Joseph T. Ives of Delphi was 
the guest speaker at the luncheon. 
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’VE BEEN READING A LETTER FROM A 
l woman whose mother was insured, 
44 years ago, by an assessment society 
that apparently got into difficulties and 
was reinsured by one of the Hartford 
life companies. 

The mother is now 91, She’s in a 
nursing home. and seems to be in good 
health. Her $1.000 policy is one-year 
term insurance. On April 1, the monthly 
premium increased from $22.30 to $24. 

“Between us. the letter reads. 
“Mother and | have paid in several 
times a thousand dollars. and on top 
of the nursing home bills. this twenty- 
four dollars a month is a real problem. 
Yet. if | drop the policy now, we'll have 
nothing to show for our money. What 
do you advise?” 

I may think of something. I hope I 


know wi} 


do. But right now I don’t ia! 
to advise. 

I'm mentioning this because I see 
rather a lot of letters from newspaper 
readers. asking questions about life in- 
surance. and I want to quote from an- 
other letter that arrived with the same 
day’s mail. 

This is written by a man living in 
a mid-western university city. He is dis- 
turbed about the emphasis, placed by 
companies and their representatives. on 
the sale of life insurance policies that 
accumulate cash reserves; this he con- 
siders a “caveat emptor basis for mar- 
keting life insurance.” 

He writes: “It appears that the very 
purpose for which (life) insurance was 
created is defeated by the attempt to 
combine with savings. It 
would also appear that such a combin- 
ation is not practical. and that a separa- 
tion of the two is essential.” 

And in a book called “Life Insurance 
for Professors.” by Charles E. Brooke. 
published by the University of Calli- 
lomia, he has found and quotes a prac- 
tical way to make that separation: “Pur- 


insurance 


chase the lowest cost term insurance 


and put any additional money into safe 
savings.” 
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Two Routes — Same Destination 


I’m not sure the woman with the 91- 
year-old mother would be familiar with 
the exact meaning of caveat emptor: but 
one-year term insurance is widely con- 
sidered the “lowest cost” form available, 
and I doubt that she would agree her 
mother had been well advised when she 
bought it. 

Of course. if “additional 
money” had been put “into a safe sav- 


some 


ings’ 44 years ago. and if similar 
“puts” had been made from year to 


year, with no “takes.” the savings would 
amount to a considerable sum today 

and the need for one-year term insur- 
would 
years back. 


ance have disappeared many 

Undoubtedly that is the result Mr. 
Brooke anticipated. and what the man 
who quoted him has in mind. It is also 
almost exactly what a level premium 
life insurance policy accomplishes with 
its build-up of a cash reserve. 

Which approach is better must be. | 
think, a matter of opinion: and mine 
happens to favor letting the life insur- 
ance companies take over most of my 
long range savings program 
to their adding on 


subject 
some additional 
money for my family. if I die before 
I’ve got it made. For once, this puts 
me on the side of the statistical major- 
ity. 

The latest available analysis of ordi- 
nary life insurance purchases, published 
by the Institute of Life Insurance in its 
Fact Book for 1959, shows that by num- 
ber of policies these purchases were: 13% 
family income, and other combination 
policies that have a base of permanent 
insurance: 197 straight life: 35% 
limited payment life: 6° modified life: 
207 endowment and retirement income. 
That adds to 93°. The remaining 7% 
bought regular or decreasing term in- 
surance. 

There is. of course, no way of know- 
ing how many of these people also 


opened special savings or investment 





accounts to offset the as-they-get-older 
increase in the cost of term insurance. 
An uncle for whom I had a great deal 
of respect used to tell me: “You'll never 
go far wrong if you find out where suc- 
cessful people invest their money. then 
invest yours in the same places.” Find- 
ing out is of course the trick: but when 
it's a question of the type of life insur- 
ance bought by successful 
whether permanent or term 


men 

the in- 
formation comes easier. 

There’s a published list (Diamond 
Life Bulletins) of 266 corporations — 
including some of the biggest and best 
managed — each of which carries more 
than $150,000 of accumulated life in- 
cash values in its statement. 
These are cash values built up in life 
insurance policies paid for by the cor- 


surance 


poration, and issued on the lives of men 
who are important to its future. 

Almost without exception. these cor- 
porations are also paying interest on 
long term debt; so it isnt a case of 
having so much money they don’t know 
what to do with it. 

And I would say that, at least in the 
opinion of this group of 266 manage- 
ments, the combination of insurance 
with savings is practical. and that a 
separation of the two functions is not 
desirable. 


Giving Can Be Profitable Too 

An Internal Revenue man tells me the 
number of gift tax transactions they 
handle is relatively small that even 
people with a lot of money avoid mak- 
ing gifts of more than the total exemp- 
tions allowed. He thinks the answer is 
that most people don’t understand how 
much tax money 
making gifts. 


they can save by 

I doubt that the explanation is that 
simple. Especially when sizeable gifts 
other 
tax complications. And I’m sure any 
psychologist could cite at least a dozen 
emotional checks on wholesale giving. 


But | 


are made, there are apt to be 


do know that as a result of 


569 








account- 
officers, and life insurance 
men (frequently made in concert), more 


recommendations by lawyers, 
ants, trust 


use is being made of life insurance as 
a vehicle for family giving; especially 
life insurance bought with the income 
from gift-established trusts. 

Lately, I’ve run across two or three 
instances of early giving that resulted 
savings, but that 
struck me as being exceptionally con- 


in worthwhile tax 


structive, too. This case is typical of 
what I mean. 

The man and wife who did the giv- 
ing have a daughter and a son, and 
six grandchildren, so far. These people 
probably would not be called wealthy, but 
are more than comfortably well-to-do. 


With her husband as the operating 
manager, the daughter owns what was 
her father’s principal business. He de- 
veloped a heart condition a few years 
ago, decided to take it easy, and as he 
had a lot of confidence in his son-in-law, 
he made a part gift, part sale of the 
company. The business has done well 
under its new ownership. The gift part 
of this deal was substantial, and repre- 
sents the bulk of the daughter’s inheri- 
tance; with the exception of some small 
trusts to help with the children’s edu- 
cations, she and her husband know 
they'll get nothing more from her par- 
ents — and they seem fully satisfied 
with this arrangement. 

The son. now 31, is a doctor, with a 
long internship behind him and another 
year of military service to complete. 
Men who should know say he’s going to 
be an excellent physician. 


During his first year in medical 
school, he married a girl who gave up 
her own study of medicine to help with 
his career. They have two children. The 
girl’s father and mother are not in a 
position to help a great deal, but they 
have made her a small allowance. Most 
of their living expenses have been met 
out of the income from a trust set up 
by his parents as a wedding present. If 
either parent is living, the property in 
this trust will revert when the doctor is 
38 and presumably established in his 
profession. 


The life insurance man says he made 
just one suggestion (eventually adopt- 
ed): “You’ve done a great deal for both 
of your children, but you’ve left your- 
selves vulnerable. If your son dies, 
you're going to feel responsible for ed- 
cating his children — probably more 
than that — so you'll be starting a sec- 
ond round with a brand new family.” 

He said they could protect themselves 
by setting up a new trust, for the event- 
ual benefit of their son’s children, and 
directing that the income be used to buy 
life insurance on his life. “If your son 
lives, hell undoubtedly earn a substan- 
tial income. If he dies, this trust, in- 
creased by the life insurance, will take 
care of his family’s minimum needs.” 

Property transferred to the trust is 
producing about $1,200 a year — 
enough to pay for $50,000 of straight 
life, after income tax — and a gift tax 
was paid on a value of $19,000. 


The Pygmalion Concept 
I don’t know who first thought of in- 





Complete 
Personal 
and 
Corporate 
Trust 


Services 





Central Florida’s 





= 1 


Most Preferred Trust Department 


First National Bank 


a Olander 


Trust 
Assets 
Now 
Over 
$65,000,000 











570 


suring the lives of profit-pro.lucing 


managers, in favor of the businesses 
they run. I’ve been told that La‘. rence 
Woods, of Pittsburgh, from «round 
1910 until his death in the early | 920’. 
sold a great many millions of life insyr. 
ance for this purpose — and it could 
be he was the first man to specialize jn 


the field of so-called business insurance, 

As early as 1600, however. I-nglish 
businessmen, known as_ underwriters, 
were insuring the lives of sea captains 
against death or capture by pirates, 
These policies were usually limited to 
the duration of a voyage (an early ver. 
sion of term insurance). The premiums 
charged are said to have been about 5% 
(high, but so was the risk), and the 
beneficiary nearly always _ the 
merchant or shipowner who employed 
the captain — and stood to make a 
profit if he got back. 


was 


I guess it’s difficult to come by an 
idea that’s really mint new, but a life 
insurance man I know makes quite a 
thing of selling what he calls “builder's 
rights” policies — mostly, he says, to 
sole proprietors who have a second man 
they’re bringing along “under the Pyg- 
malion concept.” Shaw might have un. 
derstood what he means — but I be. 
lieve his basic idea makes sense. 


He says: “We hear a lot about key 
man life insurance to protect a firm 
against the loss of a valuable admini- 
strator, engineer, salesman, or the own- 
er himself — but not so much about 
life insurance to protect the investment 
the owner is making in bringing a sec: 
ond man along. This man may not be 
even close to ready for the job he’s be: 
ing groomed to fill — but his death 
would force the owner to start again. 
from scratch. The risk is there, and it 
seems to me it should be insured.” 


Here’s what he told a printer who 
bought one of these policies: “Look, by 
your own appraisal this Man Friday of 
yours is no ball of fire — he'll never 
replace you — but you’ve taught him 
what he does know about the printing 
business — and it’s enough so you can 
get away for a few weeks when you 
need a break. If he dies, you're out 
your time, and some money, too. The 
least you're entitled to is to get youl 
money back!” 

I don’t know just how you'd go about 
figuring the cost of training a second 
man; but I understand the _printel 
bought $15,000 — and his investmen! 
probably isn’t over-insured. 


A A A 
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HE REMARKS IN THIS COLUMN IN 
in \pril issue in connection with 
the proposed revision of the Uniform 
Principal and Income Act have elicited 
two very interesting responses. One of 
these is a letter from Lee Winfield Al- 
berts, Esq. of the Chicago Bar. The 
other is from the writer’s former col- 
league, Kenneth A. Hackler, trust offi- 
cer of the First National City Trust 
Company. New York City. Some of the 
views expressed by these gentlemen are 
critical, others indicate that they are in 
agreement with the writer’s opinions. 
Since both communications seem to be 
of real general interest, this column will 
consist of quotations from them to- 
gether with some further comments as 
to the positions taken. 

Mr. Hackler points out that in his 
bank, and despite the array of New 
York cases* which he cites, it has been 
the rule to hold capital gains dividends 
distributed by mutual funds in principal, 
even though this was awkward because, 
in reliance on those cases, the New York 
State Tax Commission has held that 
such dividends are ordinary dividends 
taxable to the trust beneficiary for nor- 
mal tax purposes and they have been 
so adjusted upon the audit of the bene- 
heiary’s individual return and the trust 
return. The issue has not been of great 
importance since the Trust Company 
has only a relatively small number of 
trust accounts where mutual fund shares 
are held and in many of these the in- 
struments allocate the capital gains divi- 
dends specifically, one way or the other. 
In any event, the 1960 amendment to 
the New York tax law, conforming it 
with Federal law, will apparently elimin- 
ate this problem. 


7 Mr. Hackler goes on to write as fol- 
ows: 


“I have found no Court of Appeals 
case on this subject, although the 
lower court decisions rely heavily on 
Matter of Jackson, 258 N.Y. 281. In 


ee 


_*And see recent Maryland decision reported at 
). 613 herein, holding to the same effect. 
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COMMENTARY ON PRINCIPAL-INCOME ACT REVISION: 


MUTUAL FUND DISTRIBUTIONS 


the Jackson case, which is an old one, 
the only business of the corporation 
was the selling of vacant land at a 
profit. Any income from other sources 
was nominal or nonexistent and the 
Court of Appeals held, properly I 
think, that the dividends paid by the 
corporation were income. 

“The case which seems to have 
created the most uproar was Matter 
of Byrne, 192 Mise. 451, decided in 
1948, which on the authority of 
Jackson, held capital gains distri- 
butions from Lehman Corporation and 
General American Investors to be in- 
come. This decision was severely, and 
I think justifiably, criticized by Mayo 
Shattuck in Trusts and Estates, 
March 1949, p. 160. 

“There have been other lower court 
decisions following the Byrne case. 
I have made no exhaustive list of them 
but two are Matter of Hurd, 203 Misc. 
966, and Matter of Bruce, 192 Misc. 
523. The most recent case I have seen 
was Estate of Bailey, N.Y.L.J., June 
25, 1959, p. 10. Surrogate Dillon cited 
as precedent the Jackson, Byrne, Hurd 
and Bruce cases, and also In re Apple- 
by’s Estate, 175 N.Y.S. 2d 176. From 
my reading of the Appleby case it is 
not at all in point since it dealt with 
the question of whether under a will 
which allocated all cash dividends to in- 
come, except liquidating dividends, and 
all stock dividends to principal, a divi- 
dend payable in cash or stock at the 
stockholders’ option was allocable to 
income or principal. The court held, 
properly I think, that this was a cash 
dividend of several mutual funds but 
the issue of the allocation of the 
capital gains dividends, as such, does 
not appear to have been raised. 

“T know of no New York case which 
has held these dividends to be prin- 
cipal. 

“T agree wholeheartedly with Shat- 
tuck when he says, ‘The decision in 
Estate of Byrne seems to violate both 
common sense and settled law,’ and 
anything that the National Commis- 
sioners on Uniform State Laws can 
do to prevent the doctrine of Byrne 
case spreading, I think would be well 
worth while.” 


Mr. Alberts takes exactly the oppos- 
ite view: 


“The ordinary mutual fund is a 
regular corporation engaged in the 
business of making money. When it 





declares dividends, it declares them 
out of the profits of the business. It 
is perfectly simple to see that divi- 
dends are income which is distribut- 
able to income beneficiaries. Let us 
compare them with real estate invest- 
ment companies to which they are 
quite similar (e.g. City Investing): 
whether the dividend arose from 
operating income or the sale of a 
capital asset has significant income 
tax consequences, but business is busi- 
ness and when the profit is declared 
as dividends, dividends belong to life 
tenants. Of course some people may 
be confused by the income tax law 
but trust men customarily have dis- 
tinguished between what a thing is 
and the way it is taxed by the Internal 
Revenue Service. 


“In the analysis of common trust 
funds the situation is quite different. 
The common trust fund is simply a 
device used by a bank to simplify its 
internal management and investment 
of small trust funds. The fundamental 
differences between mutual funds and 
common trust funds are clearly set 
forth in the Federal Reserve Board 
Regulations. The simple answer to this 
question is that a recurring cash divi- 
dend is a recurring cash dividend, 
and trust men will not let the vagaries 
of income tax law distort their reason- 
ing, nor, of course, would they dis- 
regard the Federal Reserve Board 
Regulations.” 


With all due respect for the courts of 
the State of New York and for Mr. Al- 
berts, | am afraid that I must side with 
Mr. Hackler and with my very close 
friend and classmate, the late Mayo 
Shattuck. I have never thought of mu- 
tual funds as corporations. 
They exist as service organizations to 
do a good investment job for their 
shareholders and their results from a 
trust, not a tax. angle should follow ac- 
cepted principles of trust accounting. I 
have never heard of a trust in which 
realized capital gains were distributed. 
There may be a few cases where the 
specific terms of the instrument would 
require this but they would be excep- 
tions. There are actually still some in- 
dividuals who have not yet been able 
to bring themselves to live off capital 


business 
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gains. They still cling to the perhaps 
old fashioned concept that a realized 
capital gain is an increase in their capi- 
tal account. not to be spent but to be 
reinvested or to be held to offset capital 
losses. current or future. 

The important consideration is not 
the form but the substance. Where a 
trust is separately invested, it is clear 
that realized capital gains belong to 
principal. Just because the trustee ac- 
quires a share in a large mingled port- 
folio should not change this result. As 
Mr. Alberts says, trust men should not 
let their thinking be distorted by pro- 
visions of the Internal Revenue Code 
but here is a case where the Code con- 
forms to the essential realities of the 
situation. It is unfortunate that the New 
York courts adopted the view that Mr. 
Alberts espouses. 

I am also unable to observe, as Mr. 
Alberts asserts, there is any significant 
difference between a mutual fund and a 
trust fund. I have always 
thought of them as fundamentally iden- 
tical in substance, with the differences 
merely relating to their purposes. Com- 
mon trust funds were intended for the use 
of trusts and if they were to have any 
utility they had to be free of taxation 
as separate entities. Congress agreed to 


common 


this and permitted the tax consequences 
to pass through the conduit of the com- 
mon trust fund and to fall upon the 
trustee, settlor or beneficiary as closely 
as possible in accordance with the usual 
rules for the taxation of trust income. 
Neither the Code nor Regulation F dis- 
turbs the normal application of trust 
principles to the allocation of any divi- 
dends. 

Although mutual funds were organ- 
ized primarily for the use of individual 
investors rather than trustees, it was 
equally desirable for them to obtain ex- 
emption from taxation as separate en- 
tities. To achieve this they were com- 
pelled to accept the condition that 90% 
of their income must be distributed. 
This includes capital gains. Here again 
the Code makes no pretense of alloca- 
ting such dividends where shares are 
held in trust, but it does tax such divi- 
dends as capital gains and the burden 
of the tax depends on trust law. I can 
therefore see nothing in the tax con- 
sequences that would prevent the allo- 
cation of capital gains dividends distrib- 
uted by mutual funds to trustees in the 
same manner as in the case of common 
trust funds. 

| further cannot agree with Mr. AI- 
berts’ statement that “a recurring cash 
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dividend is a recurring cash div dend” 
and so distributable to the life tenant. 
as he applies it to this situation. Al! iough 
over the past twenty years or so there 
has been a constant realization o| capi- 
tal gains by mutual funds in varying 
degree in different years, resulting in q 
fairly continuous series of capital gains 
dividends, there is no assurance what. 
ever that this process will continue. |; 
would be placing reliance on an expecta. 
tion of continuing inflation rather than 
upon accounting principles to hase a 
legal or accounting conclusion on the 
probability that mutual funds will never 
suffer net capital losses. If all capital 
gains are paid out to life beneficiaries 
of trusts, where will there be any cush.- 
ion against future capital losses? Is not 
this the surest way, at least in principle, 
to deplete the capital of trusts? 
Furthermore there is authority for the 
proposition that the source of a divi- 
dend must be taken into consideration, 
Although it was considering a distribu- 
tion that was neither recurring nor in 
cash, the New York Court of Appeals 
used language in Matter of Payne | Bing. 
ham) 7 N. Y. 2d 1; T&E, Jan. 60, p. 77, 
that might well be made applicable to 
our problem. The court said (p. 9): 


“The appellants’ suggestion that by 
virtue of Osborne an income benefi- 
ciary has such a claim upon corporate 
earnings that he can demand all 
corporate distributions, whatever their 
nature and their source, until that 
claim has been made good, not only 
is unsupported by precedent but is 
thoroughly unsound. In point of fact 
the nature of each distribution is im- 
portant and its source of particular 
significance . . . The distribution by 
the corporation of something which 
can be identified as capital may not 
be treated as a distribution of earn- 
ings despite the fact that there have 
been earnings of equivalent or greater 
value accumulated during the life of 
the trust.” (Italics in original.) 


It is hoped that this exchange of 
views will bring forth further comments. 
Mr. Alberts and Mr. Hackler also dis- 
cussed the other aspects of the subject 
commented on in the April column and 
these will be considered in subsequent 
columns. 


A A A 


e “A Banking Career for College Men” 
is the latest booklet from First National 
City Bank, New York, designed “to point 
up the challenges — and the satsifac- 
tions and rewards” of such a career in 
the present era. It presents the banker's 
work in large terms. Training for trust 
work has three phases — operations, in- 
vestment and administration. 
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PENSION and PROFIT SHARING DIGEST .. . 
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MONTREAL TRUST’S CONFERENCE ON PENSIONS 





n MAY 10 AND 11 MONTREAL TRUST 
held day-long confer- 
ences on “Pensions and the Space Age” 
in Montreal and Toronto. Although we 
were unfortunately unable to be present 
to hear the three forum discussions on 
pension planning, funding, and invest- 
ment, we judge from the manuscripts of 
the seven formal addresses that these 
discussions were of a high standard. 


Company 


The first two addresses were on the 
subject of providing adequate pensions 
in an inflationary era. Mr. John G. 
Ireland. of Towers, Perrin, Forster & 
Crosby (Canada), limited himself to 
the problems associated with “making 
pensions adequate at the time retire- 
ment takes place.” while Mr. Curtis R. 
Henderson. of Johnson & Higgins, dis- 
cussed the maintenance of a pension’s 
adequacy once it commenced. 


How Should Pension Level 


be Fixed 


As Mr. Ireland pointed out, whatever 
pension the employer may 
adopt the employee will measure the re- 
sult in relation to his pay just preced- 
ing retirement. Where this pay is used 
as a criterion of pension adequacy then 
“career pay, money-purchase and _ flat 
benefit plans won’t do the job if there 
are appreciably different patterns of in- 
creasing earnings among your employ- 
ees.” The conditional clause is import- 
ant since we have seen in this country 
the success of “flat benefit” (or “pat- 
tern”) plans in unions where the mem- 
bership were all earning broadly the 
same wages independently of their ages. 


formula 


in view of the desirability, even ne- 
cessity, of the final-pay plan for sal- 
aried employees at least. Mr. Ireland 
cited the following reasons why relative- 
ly few of these plans have been adopted: 


(1) Life insurance companies 
found it inconvenient to fit final-pay 
formulas into their Procrustean bed 
— the Group Annuity contract; 

(ii) The uncertainty about future 
Salary (an thus pension) increases 
mad: employers tread cautiously; 
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(iii) In a union-negotiated plan 
management gets no credit for the 
automatic increases in pension caused 
by inflation so it has much preferred 
to grant a fixed dollar benefit. 


However, as Mr. Ireland pointed out, 
if the more common career-pay pensions 
are to be adequate in inflationary times 
they will have to be “up-dated” from 
time to time (say. every five years). 
But such up-dating creates inequities 
between employees retiring just before 
and just after the improvement. “Is it 
not just plain sound accounting to re- 
cognize pension costs as they are in- 
curred rather than from time to time, in 
large single sums.” (Our italics. ) 

An interesting point made by Mr. 
Ireland was that the lowly paid em- 
ployee needs a higher percentage of his 
final pay than does the higher-paid em- 
ployee. If a $5,000-a-year employee is 
considered adequately pensioned at 
$3.000, or 60% of pay, the $50,000 a 
year employee should be pensioned off 
at less than $30,000. This is partly be- 
cause of the “gain” in income taxes 
obtained by the highly paid employee. 
But we wonder whether the reduction 
in living conditions may not actually be 
greater for the higher-paid employee 
with a 60% pension. There are. of 
course, many different opinions on this 
subject and we may note that many of 
the pension formulas used in this coun- 
try (e.g., years of service times °4‘% 
on the first $4,800 plus 144% on the 
excess over $4,800) provide a signifi- 
cantly higher percentage pension for 
employees earning $4,800 a year and 
less. This is because primary social se- 
curity amounts to 32% of pay (pres- 
ently, “final pay”) plus a further 16‘ 
of pay once the wife attains age 65. 

Finally Mr. Ireland referred to the 
numerous final-pay 
which have existed in Canada for many 
years. “These plans seem to have been 
able to operate satisfactorily through 
all phases of the business cycle, and | 
know of none where the benefits have 
been scaled down.” 


successful plans 





Maintenance of Pension’s 
Purchasing Power 


Mr. Henderson spoke on “Variable 
annuities and cost-of-living plans” as an 
alternative solution of the problem of 
providing financial security throughout 
one’s years of retirement. “The heart of 
the problem is that pensioners no longer 
have much, if any, earning power of 
their own. They are almost completely 
dependent on the purchasing power of 
the pension.” Both the solutions are 
based on the theory that, in the long 
run, equity values and the cost-of-living 
move upwards and downwards together. 
the variable 
annuity seeks to maintain purchasing 
power by varying the pension in direct 
proportion to the market value of the 
equity fund from which it is being paid. 
Because of the possibility of sudden 
and wide fluctuations in stock prices it 
is usual to combine a variable annuity 
with a fixed dollar annuity. Companies 
using this approach include Aerojet 
General, Chemstrand, General Mills, 
Kidder-Peabody, Warner-Lambert. and 


most of the airlines. 


As is now well-known 


On the other hand, as its name im- 
plies, the cost-of-living plan provides a 
pension the amount of which varies di- 
rectly with some specified cost-of-living 
index. This type of arrangement has 
been adopted by National Airlines and 
by the Chicago Truck Drivers Local 705 
(the latter as a result of union negotia- 
tions). 

As Mr. Henderson pointed out, the 
principal advantage of the variable an- 
nuity is that it protects the pensioner 
against changes in the cost-of-living in- 
dependently of the employer’s continued 
financial support for the plan. But since 
this support would be required (under 
a cost-of-living plan) only when equity 
prices are moving downwards at a time 
when costs generally are rising, the pen- 
sioner’s independence is achieved by his 
receiving a reduced (instead of an in- 
creased) pension. 

“A variable annuity is attractive to an 
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employer who is cautious about com- 
mon stocks” — by which we understand 
an employer who is suspicious of the 
soundness of the theory of the broad 
parallelism of equity prices and the 
cost-of-living. 


“A disadvantage of the variable an- 
nuity to employees is that the stock 
market and the cost-of-living do not 
always move in the same direction. ... . 
In 1947, for example, the cost-of-living 
went up about 14 or 15% compared to 
1946, and Standard & Poor’s 416 Stock 
Index went down about 12%... .” We 
note that under a cost-of-living plan 
the employer would have had _ to 
shoulder the burden of raising his pen- 
sioners’ incomes by 15% during 1947 
while suffering a (potential) loss of 
12° in his fund. On the other hand. 
no doubt, a year will come when the 
contrary movements of stock prices and 
the cost-of-living will be the exact op- 
posite of 1947. Here is a clear example 
of a statement we made in this column 
some time ago, namely that under the 
variable annuity the employee is back- 
ing the soundness of the parallelism 
theory while under the cost-of-living 
plan it is the employer who runs the 
risk of this theory being wrong in the 
long run. 


“For an employer who understands 
the nature of the commitment and is 
willing to assume it, the cost-of-living 
plan offers a neat technique for giving 
employees a long-range promise that the 
employer will try to protect them 
against changes in the cost-of-living 
which occur after retirement as well as 
before. It is this long-range commit- 
ment which is the principal disadvan- 
tage of a cost-of-living plan from an 
employer’s point of view.” 


Mr. Henderson listed three disadvan- 
tages of the cost-of-living plan to the 
employee, namely: 


(a) Because of his long-range 
commitment the employer may grant 
a lower level of benefits than he other- 
wise would have; 

(b) The employee becomes square- 
ly dependent on the long-term finan- 
cial success of his employer; 

(c) The employee loses any chance 
of enjoying a substantial appreciation 
in assets values, 


“Controlled Funding”’ of 
Pension Liabilities 

The foregoing addresses were follow- 
ed by that of Mr. J. Fraser Coate of 
Montreal Trust Company on “Supple- 
mentary and voluntary contributory 
plans” which was published in full in 
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the May issue of this magazine. The 
first talk after the luncheon interval 
was that of Mr. Cyril J. Woods, of Wil- 
liam M. Mercer Limited, entitled “Real- 
istic economics in pension funding.” 

It is at this point — an actuarial ex- 
position of “normal” costs and “frozen 
initial” liabilities (and after lunch too! ) 
— that most pension conference audi- 
ences decide they must make some ur- 
gent phone calls to their offices. Those 
that did so on May 10 (or 11) missed 
an original approach to this important, 
but complex, subject. 

Mr. Woods claimed that during the 
past few years the financing of pensions 
had been conditioned by two new ideas: 
(1) The “realization that nobody can 
guarantee the real cost of pensions 
which will be adequate under all future 
conditions,” and (2) The “realization 
that sometimes it is not very practical 
even to try to do so.” 

Reviewing the recent past of insured 
pension plans Mr. Woods called it “The 
Era of the Vanishing Guarantee.” This 
phrase was exemplified, he said, by the 
initial development of individual-policy 
trusts, “shockingly expensive, in com- 
missions and overhead expenses and in 
the cost associated with lifetime guar- 
antees,” followed by the Group Annuity 
where “a heavy cost again was asso- 
ciated with such [lifetime] guaran- 
tees.”* Then “experience led to reason” 
and the 5-year guarantee became fash- 
ionable, and further progress led to the 
Deposit Administration (Group Annu- 
ity) contract under which the mortality 
guarantee only starts on retirement. 
“Not only in pensions have the guaran- 
tees virtually vanished. In group life 
and medical plans the retention basis 
means that the insurance company does 
not insure but merely administers for a 
fee.” 


Mr. Woods went on to develop the 
notion of “Controlled Funding.” “Many 
employers are understandably reluctant 
to invest more money than is necessary 
in pension funds, thus reducing the 
working capital when they are con- 
vinced that an expansion of their Com- 
pany’s operations would be very profit- 
able. It is surely not to the employees’ 
advantage to have their pensions abund- 
antly secured if it destroys the chances 
of improving their pay and _ prospects 
and even the prospect of liberalizing the 
pension plan itself affected by unneces- 
sarily conservative funding.” 

*Our impression is that the Group Annuity 
came long before the individual-policy trust. But 
Mr. Woods may be speaking more of the wide- 


spread use of these two types of insured plan 
rather than about their actual priorities. 


The result is that in many case- “the | 


employer is only funding a part «{ the 
liability that he expects to face ulti. | 
mately.” An example of this is an pen. 
sion plan based on “career-avi rage” 
earnings since, as inflation continues, 
the pension level will require im) rove. 
ment again and again as the years go 


by. 


As the absolute minimum of fu \ding 
Mr. Woods would require “the capital. 
ized value of actual pensions in force 
[i.e., in course of payment] plus the 
accumulated contributions of active em. 
ployees plus any [further] vested | 
rights.” However, one of the features of | 
“Controlled Funding” is that the em. 
ployer’s actuary must be able to advise 
what the effect on future costs would 
be of “an extra 1% interest, of the 
pension cost due to a 2% inflation or a 
possible cure for cancer, of the conse- 
quences of a changed retirement age or 
a government-enforced vesting clause.” 
Interpolating at this point, we note that 
recent developments in electronic com- 
puters and their availability bring all 
these computations — and others be. 
sides — into the realm of practicality 
without much (if any) increase in cost 





to the employer. 


Investment Addresses 


The remaining three addresses, by 
officials of the Montreal Trust Company, 
were on the investment of pension funds 
and the general economic outlook. Mr. | 
James G. Haxton spoke on “Typical ex- 
perience in pension fund investment” 
particularly with reference to the re- 
moval of the (Canadian) limit of 15% 
equities in a trust fund. Mr. G. W. 
Hodgson made “Observations on_ the 
Canadian economic climate.” pointing 
out that Canada is presently “in a 
plateau phase of an expansion period.” 
He remarked that Canada will continue 
to suffer high unemployment in certain 
regions and sectors of the economy and 
that “Canada is tied economically to 
the U. S. much more closely than per 
haps we wish to realize.” 


The last speaker, Mr. Lloyd ». 
Whitten, discussed “Recent develop- 
ments in pension fund investment” and. 
in particular, gave detailed reasons why 
his company recently decided to invest 
a portion of most of its trust accounts 
in certain U. S. stocks. This decision 
was taken in spite of the 15% non-resi 
dent tax which is deducted from all 
U. S. dividends at the source, and is no 
recoverable by a Canadian tax-exemp! 
pension fund. 
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AIG OLE SEREP Se II 


A.i.B. Elects Officers — 
Hears Trust Talk 


The American Institute of Banking, 
meeting at the Statler Hilton Hotel in 
Boston June 3 for its 58th Annual Con- 
vention. elected as its new president 
Milton F. Darr, Jr., vice president of 
La Salle National Bank, Chicago. At the 
same time Marshall C. Tyndall, Sr., vice 
president, Bank of Delaware, Wilming- 
ton, was elected vice president. 

More than 1,500 bankers attended the 
Convention and each received a copy 
of “School Without Campus,” the story 
of A.I.B. written by John L. Cooley, 
senior associate editor of Banking. The 
Institute has grown to 161,003 members 
with classes conducted by chapters and 
study groups in over 500 cities in addi- 
tion to correspondence study. 

Next year’s Convention will be held 
in Seattle with Maxwell Carlson, presi- 
dent of National Bank of Commerce, as 
general chairman. 

For holders of the Graduate Certifi- 
cate, a series of 8 courses leading to a 
Senior Graduate Certificate in Manage- 
ment was announced by Dr. Leroy 
Lewis, national educational director of 
the institute. Five of the courses will 
be required: Bank Management, two 
courses in Supervision, Public Relations 
for Your Bank, and Central Banking. 
The other three will be elective from 
limited choices, depending on the type 
of Graduate Certificate held. Commer- 
cial Banking people will select trust and 
investment electives; Trust students will 
elect in the field of credits and commer- 
cial banking; Investment and Savings 
majors will elect in credits and trusts. 

In addition, Dr. Lewis announced re- 
quirement in future of a sixth course for 
the Graduate Certificates. Bank Manage- 
ment will be added for those specializing 
in Trusts, Investments, and Savings. Fi- 
nancing Business Enterprise will be 
added for Commercial Banking students. 

The trust end of the banking business 
is an integral part of it, exemplifying in 
its adherence to fiduciary principles all 
the attributes of modern banking, 
Charles W. Hamilton, president of the 
Trust Division of the American Bankers 
Association and senior vice president 
and trust officer of National Bank of 
Commerce, Houston, told the delegates 
in his address on “Trust Business De- 
velopment in the Modern Bank.” The 
modern trust department, he said, must 
have well located, dignified quarters, 
adequate in size and equipment, with 
Plenty of private conference rooms and 
a working library. It must have a staff 
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of well-trained personnel who are ade- 
quately paid. A well run trust depart- 
ment generates trust business because 
the trust business today enjoys the high- 
est respect everywhere in the country. 

Furthermore, a well run trust depart- 
ment generates commercial business for 
the bank. Nearly all resident trust cus- 
tomers are also commercial customers. 
When corporations make their first real 
connection with the bank through an 
appointment as transfer agent for com- 
mon stock, inevitably the principal off- 
cers and employees become deposit cus- 
tomers, trust customers, and good bor- 
rowers. 


The training opportunities in the 
A.1.B., the Stonier Graduate School of 
Banking, regional banking schools, the 
new National Trust School and some of 
the larger trust institutions were cited. 

Trust business should begin at home, 
Mr. Hamilton said. He recommended 
use of a plastic frame on the desk of 
every officer with a card reading, “I 
have named Bank and Trust 
Company executor of my will” and sug- 
gested that the plan could be extended 
to directors and perhaps selected cus- 
tomers. Discussing the ways of getting 
names for a prospect list he observed 
that “it is a waste of time to solicit 
trust business from customers of com- 
peting trust institutions.” 


The impact of pension and _profit- 
sharing trusts on trust institutions has 
been “amazing,” Mr. Hamilton noted. 
In some trust institutions special de- 
partments have been created to manage 
this business in which the volume of 





Ralph H. Mittendorff, (left) vice president 
of American Security and Trust Co., Wash- 
ington, D. C., congratulates his successor in 
the presidency of the American Institute of 
Banking, Milton F. Darr, Jr. At right is new 
vice president Marshall C. Tyndall, Sr. 





assets and the fees earned may far ex- 
ceed those of personal trust divisions 
that have been in existence for a much 
longer time. Retirement plan accounts 
are present business, long-time accounts 
and growth accounts, he pointed out. 
Estate planning and investment manage- 
ment accounts also were discussed as 
stepping stones to executor and trustee 
accounts. 

In developing these various trust de- 
partment accounts the modern bank sees 
to it that trust and commercial new 
business efforts are coordinated, Mr. 
Hamilton stated. There are many banks 
today where the personnel of each de- 
partment understand and appreciate the 
tasks of the others. The results are 
bound to be good — for the bank, for 
the departments, for 
and for the customers. 


public relations, 
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Dont Isorate Your TRUST DEPARTMENT 


President, State-Planters Bank of Commerce and Trusts, Richmond, Va. 


RUST DEPARTMENTS ARE ONE OF THE 

four heart valves of banking. To 
treat them as less is to indulge in the 
crime of deliberately borning a crippled 
child. 

Although the absolute and percentage 
growth of the personal trust assets of 
banks is impressive, it has not kept 
pace with the growth of the nation’s 
accumulated personal wealth. The mu- 
tual funds, life insurance companies, and 
savings and loan associations have in- 
creased their percentage of the total 
personal wealth over the past 20 years, 
whereas that of trust assets has actually 
declined. This to me represents an excit- 
ing challenge. As any distance runner 
knows, one does his best only when he 
races against competition. So far, at 
least, the competition seems to have the 
edge on us in merchandising effort. 

Because of the volume required and 
the technical aspects of fiduciary duties. 
not many trust departments are profit- 
able. In the entire Southwest approxi- 
mately half of the 113 member banks 
exercising trust powers showed net losses 
on their trust operations in 1958, 
all applicable charges and credits. 

In Virginia we have 105 banks with 
trust powers. I would guess that no 
more than 35 are really active and only 
about eight or nine are consistently 
profitable if a fair share of rent. over- 
head, and other indirect expenses are 
charged to them. Does this mean that 
all the rest should get out of the trust 
business? /t does not. It simply means 
that greater wealth is concentrated in 
the cities, and these people go to their 
own banks for their trust needs. It also 
means that those trust departments 
which are small—and growing—have 
got to determine how they will increase 
their trust income, and set their policies 
accordingly. 


after 


Two Growth Potentials 


I have heard that in some areas of 
the state the trust department is still re- 
garded by top management as a cross- 
eyed stepchild. To me this is short- 
sightedness to the point of myopia. It 





In address at 1960 Virginia Bankers Association 
Trust Conference. 
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is costly to the bank, its customers, and 
its stockholders. 

Now is a particularly opportune time 
to shatter this concept, The rate of 
growth of commercial bank deposits has 
slowed down considerably in recent 
years, and indications are that increases 
in earnings from loans and investments 
may be harder to come by. Trust busi- 
ness in the state, however, stands on the 
threshold of tremendous growth. Our 
own trust department is growing at a 
much faster rate than our commercial 
banking. 

If the top management of your bank 
doesn't sense this potential growth, tell 
them — show them — how your depart- 
ment can participate. 

The trust industry is finally _be- 
ginning to flex its muscles. Its spokes- 
men are standing up to competition and 
to adverse legislation and even to the 
deadening hand of over-strict regula- 
tions. This is a healthy sign. The era of 
passive, palsied ideas about trust de- 
partments is a thing of the past. You 
have a unique service to offer and there 
is an increasing demand for it. Make 
the most of it by charging reasonable 
fees and working like the very devil to 
do a better job on every account. 

TRUSTs AND ESTATES magazine in a re- 
cent issue pointed up the changing na- 
ture of the trust business and the men 
who run trust departments. Do you re- 
member when a trust officer was some- 
times thought of as a sort of has-been 
who couldn’t make the grade practicing 
law and wasn't a very good banker 
either? The TRusts AND EsTAaTEs survey 
showed that 69 of the largest banks in 
the country have had presidents or 
chairmen who came up through the trust 
department. Think about it! What made 
these men or these banks different from 
others? The size of the institution had 
something to do with it, but I believe it 
was the men themselves. They learned 
their immediate job and also that their 
desk was not an island, nor was their 
department, nor even their whole bank. 
These men, I’m convinced, learned that 
to grow themselves they had to know 
the problems of the economy, how the 
banking industry fitted into it, how 


their particular bank fitted into the jp. 





dustry, and how their own job fitted into : 
the modern concept of a full service | 
bank. 3 

And please don’t rationalize your way 
into financial oblivion by saying you're 
too small an outfit. Dynamite comes in 
small packages. Exploit the services you 
do have to offer. Emphasize the fact that 
you re well qualified to settle estates and 
administer personal trusts. Use your 





correspondents for help in investment 
problems, And don’t be evasive or apol- 
ogetic about your fees. The old law of 
supply and demand is on your side, 
and net profits should be just as im. 
portant to you as the equitable treatment 
of life tenants and remaindermen. 


Tailor-Make for Your Market 


One thing that will hurt you and the 
industry as a whole is to agree to accept 





business which you feel you can’t prop- 
erly handle and which may or may not 
be profitable. I'm referring especially 
to the continuation of closely held corpo: 
rations in trust, supervision of oil and | 
gas interests, and other such technical | 
situations, which in some cases should 
be turned down or referred to others. 

Analyze the new business potential 
in your trade area, determine what iypes 
of business are profitable. and_ build 
your staff accordingly. I know of 1 
other industry perforn- 
ance by a few can hurt so many. Re 
member, trust departments 
islands. Each is a member of a large 
and growing industry as well as an in 
tegral part of your own bank. 


where poor 


are nol 


Many trust institutions are experi 
encing real difficulty in building an ade. ‘ 
quate staff. Part of the reason lies in 
what R. E. MacDougall of Girard Trust 
Corn Exchange Bank. Philadelphia. 
terms “The High Cost of Low Pay.” In 
an article for TRUSTS AND EsTATES tel 
years ago, he pointed out that the trus! 
business in general has yet to lear 
what the manufacturing industry ha 
long since determined—that cheap pe 





sonnel is the most expensive in the long 
run. “It is no answer.” he writes. “1 | 
say we cannot afford high-priced per 
sonnel because it has been proved agall! 
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and agin that a good trustman is worth 
two me:liocre ones.” 
So build your staff not in numbers 


but in uality. It doesn’t make any sense 
to go out and hire two or three new 
business men and then find out later 


that you haven’t got anybody who knows 
the dflerence between growth stocks and 
governnient bonds. By the same token, 
it does no good to get a first class trust 
investment man and have nobody to 
bring in new accounts. 


Foundations for Profit 


In the highly important question of 
profitability, let me again quote Mr. 
MacDougall: “most seasoned trustmen 
have long since learned the fallacy of 
accepting losing business today in hopes 
of being named executor tomorrow.” | 
would underscore that with a double red 
line. 

Adequate fee schedules should be 
adopted as a matter of policy. New busi- 
ness should be accepted only under the 
two tried and true tests: (1) Can the 
business be handled properly? and (2) 
Will it be profitable to the bank? 

A good trustman can _ frequently, 
through application of experience and 
knowledge, shape a potential piece of 
trust business so that it can be handled 
properly and profitably. 

In the planning stage don’t hesitate 
to say “i am sorry, I don’t think this 
will work out too well in practice, but 
if you will make these changes I think 
we can carry out your wishes to better 
advantage of everyone concerned.” 

Let’s look ahead. I realize that many 
of you have to administer every ac- 
count that you bring in and that each 
new account means more work for you 
at what may sometimes seem to be a 
ridiculously low profit margin. 

I am going to assume that you and I 
are equally obsessed with the idea of 
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getting more business than we have ever 
dreamed of. 

There are a number of ways to get 
new trust business, but I want to talk 
about two principles which we have em- 
ployed with success at State-Planters. 
First, we are dedicated to the proposi- 
tion that to attain a goal you must know 
not only where you are going but where 
you have been, and in order to keep this 
information constantly in mind, there 
are certain basic records that any new 
business development division, regard- 
less of size, must keep. Secondly, we 
believe it essential to give proper recog- 
nition to those persons responsible for 
referring new business to the trust de- 
partment — particularly one’s own com- 
mercial bankers. 


Keep Up with Prospects 


Perhaps the most basic of all new 
business records is the prospect list. At 
State-Planters we use our prospect list 
both as a mailing and a calling list. 
We have approximately 4,000 names on 
addressograph plates to whom we send 
the monthly publication Taxes and 
Estates. 

Every name on our mailing list is 
kept up to date by our Central Informa- 
tion File which is a clearing house of 
the addresses of all customers and pros- 
pective customers of the bank. 

There are a number of ways in which 
you can build a nucleus of trust pros- 
pects. First, consider the larger stock- 
holders of your bank and those who 
carry handsome personal accounts with 
you. At State-Planters a copy of every 
credit memorandum comes to our trust 
department, so that we are able to 
pick up the names of those good com- 
mercial customers who may otherwise 
have been overlooked by our lending 
officers. From time to time we also check 
with our vault custodians for persons 
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renting large lock boxes in our various 
offices. 

Our estate administrators have a 
check-off list of duties to be performed 
in every state which we manage, and 
to this list we have added a check to 
insure that any important estate benefici- 
aries be added to our trust prospect list. 

Annually and quarterly, a report goes 
to the head of the trust department as to 
the status of prospective new business 
acquired for the period being reported 
upon, In our quarterly reports we list 
the number of wills and their dollar 
value to the bank compared to the cor- 
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responding period of the previous year. 
Files are maintained in the trust depart- 
ment on every will on file so that our 
prospective appointments can be re- 
viewed periodically and brought up to 
date. What good does it do to spend 
great effort to get an appointment as 
executor in a will and then let it become 
obsolete ? 


During the life of a will on file we 
probably spend as much time keeping 
up with it and servicing it as we did in 
obtaining the appointment. 


Credit Where It’s Due 


The second basic principle of new 
business is to give credit for referral 
of new accounts and new wills. We are 
all motivated to a certain degree by 
selfish motives, but what incentive does 
the branch manager have, or the vault 
clerk, to refer business to your depart- 
ment when that information is never 
made a part of his permanent record at 
the bank? Successful trust solicitation 
takes time, and yet at the end of the 
year, in all probability, when someone 
looks at your branch manager’s record, 
the only information that he can see is 
the number of loans the branch made, 
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the number that went bad, and the size 
of deposits compared with last year. 
The method is not particularly im- 
portant, but I will set out some of the 
ways in which we have given credit. 


First, when a particularly desirable 
p : 

piece of business is brought in, we 

write a memorandum to the immediate 


superior of the person who sent it, with 
a copy to the referrer himself. Believe 
me, that means a whole lot more than 
calling up Ole Joe and thanking him on 
the telephone. 

We have what we call an officer’s 
black book which is kept up to date for 
all our officers and contains a number 
of pertinent facts about the bank’s cur- 
rent operation and past performance. 
Each year we list the names of those 
officers and employees who referred 
business to our trust department and 
the approximate dollar value of this 
business. In addition, we felt that any 
officer of the bank, even though he 
didn’t regularly meet with the public, 
could, over a period of time, refer at 
least a million dollars of business to the 
trust department, and we have started 
a million dollar round table of persons 
outside the department who have sent in 
a million dollars or more of active or 
potential trust business. You would be 
surprised at the number of commercial 
officers who have qualified for member- 
ship in this mythical organization! 

The commercial officer services the 
needs of his customer, offering him 
loans, savings and checking accounts, 
lock box, trust services—in short, every- 
thing he needs in banking. The trust 
department is not an island. The bank 
is appointed executor, not the trust de- 
partment. 

If an important customer of our bank 
dies without naming our bank as execu- 
tor, we don’t ask the trust department 
why we didn’t have this business; we 
ask the commercial officer who had this 
account under his supervision. 

In order to organize this teamwork, 























Architect’s rendering of proposed new home 
for First New Haven (Conn.) National Bank, 





the trust department must have the re. 
spect and understanding of the com. 
mercial officers and deserve their con- 
fidence. Our commercial officers do not 
consider themselves experts in the trust 
field, but they are encouraged to inform 
themselves about such services and what 
constitutes good potential trust business. 
The commercial officer is frequently 
urged to sit in on the trust officer’s con- 
ference with the customer while the 
business is being shaped and 


planned. 


up 


If you are not now doing so, I sug- 
gest writing an annual report on the 
activities of your trust department, Tell 
your president and all the commercial 
officers what happened during the past 
year. How many new wills did you put 
in the vault? How much active new 
business went on the books? Where did 
it come from? Tell about your growth, 
your profit potential, and what you need 
to do and hope to do to make yours a 
better trust department to serve the 
bank’s customers. If you feel that your 
trust department is an island. | hope 
these remarks will help you build a 
bridge to the mainland so that the trafic 
can flow in greater volume both ways. 


——$—$$———— 
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Fi B Reports Growth in 


t 
s 
€ommon Trust Funds 


The aggregate market value of the 
373 Cc nmon Trust Funds surveyed by 
the Feceral Reserve Board increased 
$232 rillion (9%) during 1959 to $2,- 
667 million. Net additions to principal 
of $16! million, the largest of any year 
since these surveys started in 1955, ac- 
counted for 70% of the increase, mar- 
ket value appreciation totaled $51 mil- 
lion, and the remainder came from real- 
ized capital gains. 

The growth in number of funds also 
was the largest ever reported with 48 
new funds included in 1959, Their year- 
end assets aggregated $21 million. The 
survey, which is reported in the May 
Federal Reserve Bulletin, covered all 
Common Trust Funds operated by banks 
and trust companies in the United States 
and administered under subsection (c) 
of Section 17 of the Board’s Regulation 
F. 

The large purchases of Treasury 
notes of 1964 — the “magic 5’s” — 
reversed the decline in holdings of Gov- 
ernment securities that had been in 
progress since 1955. The pronounced in- 
crease in holdings of “other” bonds re- 
flected larger holdings of quasi-govern- 
mental issues, particularly Federal land 
bank bonds. Despite the increase in the 
bond portfolio, common stock holdings 
continued to constitute more than half 
of total investments. 

Of the net additions of $161 million 
during the year, the Survey estimates 
that 85°% was invested in bonds, 12% 
in common stocks, and 3% in real es- 
tate loans. Compared with 1958, larger 
proportions of new money were placed 
in bonds and real estate loans. 

The number of fiduciary accounts in- 
vested in Common Trust Funds _ in- 
creased by 12,000 (12%) to 116,000. 
and the average participation remained 
at $23,000. Personal trusts, estates and 





INVESTMENT HOLDINGS, PURCHASES, AND SALES OF COMMON TRUST FUNDs, 1959 


[Dollar amounts in millions] 





Type of holding? 











Total holdings (including principal cash)... .. . 
Bonds, notes, and certificates—total. . . 


U. S. Government—total... . 
Marketable, maturing: 
Within one year.......... 
After one year....... 
Nonmarketable........ 7 


State and political subdivision. . 
Domestic corporate—total.............0csecscccesceseees 


Ne Conecls ales ig dima mae balk sasiex ease oy 
Public utility 


QURETE 0000s scnsee 


Preferred stocks—total........ ‘ 
anufacturing........... 

PUG MEP cc cscccccese ; 
SP 


Common stocks—total......... baape 
IE 5 bonaisn. 6-0 0.wis's -0.04:010 eib-0.00-0 
re 
Railroad 


Real estate loans......... ‘ 


INS ocak ial cn ute sioes kde enaare Vatu mnnsas epee 


PGA. b.055505020220:00 











Holdings, at | Holdings, at 
end of 1958 | Cost of | Proceeds | end of 1959 
| purchases | from sales | 
and other and | 
At | As per- acqui- redemp- | At | As per- 
market centage sitions tions | market centage 
value | of total value of total 
| | | 
. .|$2,434.4 100.0 $545.6 $384.2 |$2,666.7 100.0 
868.0 35.6 394.7 | 258.1 961.4 36.1 
173.9 | 7.1 | 197.2 151.9 | 210.0 | 7.9 
11.3 0.5 | 76.1 67.8 - 21.5 0.8 
105.0 4.3 | 118.3 $7.3 158.2 5.9 
57.5 2.4 | 2.9 26.9 | 30.3 £8 
47.1 1.9 6.3 10.1 41.8 1.6 
597.5 24.5 142.3 82.6 624.2 23.4 
154.3 | 6.3 24.5 26.5 143.2 5.4 
309.3 12.7 87.9 9 337.5 12.7 
61.6 Zee 10.0 6.9 62.4 aoe 
72.2 3.0 20.0 8.3 81.0 3.0 
49.6 2.0 48.8 13.5 | 85.4 3.2 
221.2 9.1 | 24.9 24.2 211.5 7.9 
102.7 4.2 | 13.4 11,2 100.8 3.8 
101.1 4.2 10.3 10.5 95.5 3.6 
4.0 0.2 0.4 0.7 3.6 0.1 
S.7 0.2 0.1 0.3 5.2 0.2 
Tee 0.3 0.7 1.6 6.4 0.2 
0.2 (4) (5) (5) 0.2 (*) 
1,292.5 53.1 114.0 95.0 | 1,436.6 53.9 
796.1 p> By 69.4 58.9 891.9 33.4 
286.7 11.8 20.6 18.2 303.9 11.4 
17.7 0.7 3.7 |  ! 25.8 1.0 
126.2 $.2 11.8 | 9.4 138.0 $.2 
55.2 2.3 5.9 5.0 66.5 2.5 
10.4 0.4 2.5 ; Be | 10.5 0.3 
33.4 1.4 12.0 | 6.8 | 38.4 1.4 
0.5 (4) () | 0.1 | 0.4 (4) 
18.8 OM Gicsctecsna Ds ase dicbiniececen | 18.3 0.7 
' 














‘Survey of common trust funds operated under 
Sec. 17(c) of Regulation F of Board of Governors. 
Except for funds beginning operation during 1959, 
data are for 12 months; reporting dates range from 
Oct. 10 through Dec. 31, 1959. 

Figures for 1958 include one small fund that was 
taken out of the 1959 Survey when it was found that 
this fund was not operated under Regulation F. 

*Nonmarketable U. S. Government securities are 
valued at cost and other holdings at market value. 
Purchases are shown at cost and sales at proceeds 


realized. Conversions and exchanges of securities 
are treated as sales of securities surrendered and 
purchases of securities received. Stock rights held at 
beginning or end of reporting period are included 
in appropriate investment category at market value. 
Proceeds from sales of such rights are included in 
proceeds from sales of securities during period. De- 
tails may not add to totals because of rounding. 

’Mainly quasi-governmental and foreign issues. 

‘Less than .05 of one per cent. 

5Less than $50,000. 





guardianships_ held participations of 
$2,555 million. Participations of pen- 
sion and profit-sharing trusts amounted 
to $112 million, up from $83 million the 
year before. 

The number of banks having separate 
funds for fixed income and common 
stock investments increased from 24 in 
1958 to 39 in 1959 and the assets in 
these funds grew from $230 million to 
$353 million. 

At the year-end Pennsylvania, New 
York and Virginia (in that order) had 
the largest number of funds, with Mass- 
achusetts replacing Virginia on the basis 
of amounts held. 
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TABULATION OF TRUST DATA IN ANNUAL REPOE [S- 


Code: + = Increase over last year; — 


= Decrease from last year; * = Record high; B = Book value, where so stated in report. 


Figures before + or — represent millions of dollars; figures after + or — represent change from last year in % or millions of dollars. 


Assets represent personal trust department including agency funds where given in report. Trust earnings are gross unless marked ‘‘N”’ for net. 




































































Bank Earnin-s Assets | Bank Earninzs ets 
ALABAMA MISSOURI 
American Nat. Bk. & Tr. Co., Mobile — + + | City Nat. Bk. & Tr. Co., Kansas City + 
First Nat. Bk., Kansas City N * 
ARIZONA | Union Nat. Bk., Kansas City 
Southern Arizona Bk. & Tr. Co., Tucson —_. - + B24% NEW HAMPSHIRE 
, i "eee $.6 
Valley National Bank, Phoenix 3D Cie ii tee Be 
CALIFORNIA Indian Head Nat. Bk., Nashua -__-.--.-... + 30% 13% 
First Nat. Tr. & Sav. Bk., San Diego ____. pe $.8 * 12% * 27% NEW JERSEY 
Title Insur. & Tr. Co., Los Angeles —. 5 + Peoples Tr. Co. of Bergen County, Hackensack 
U. S. National Bank, San Diego —...... + + Si First Nat. Bk. of Passaic County, Paterson * * 
Bank of America, N.T.&S.A., San Francisco N * New Jersey Bk. & Tr. Co., Paterson _.______ $81 * 
Hibernia Bank, San Francisco _... + First Nat. Bk. Princeton ______ 3 
Princeton Bank & Trust Co. — $.150 * 7.5% $55 * 28% 
COLORADO Monmouth County Nat. Bk., Red Bank __. + $5 — 
First National Bank, Denver -........................... + 20% me 
NEW YORK 
CONNECTICUT Manufacturers & Traders Tr. Co., Buffalo 
Connecticut Nat. Bank, Bridgeport —..... N * . Pca ny er Png Buffalo =~ ac RRo si 2 
Bristol Bank & Trust Co. __. ae + : emung Canal Trust Co., Elmira r 
Second National Bank, New Haven _ $.4 * 60% S wer of "oo York - Se + sii 
Fairfield County Tr. Co., Stamford —. B $108 * 28% Exc 3 at. Bk., Olean Sore are teeeceanne enconvonere $15 
Colonial Bk. & Tr. Co., Waterbury — + $175 + pan Trust Co.,, Rochester ee ey 
ti 1 Bank - ee ee B $19 + $.4 nnn annnsnnnneemrenenre 
a Sa + Marine Midland Tr. Co. of Central ‘N. , oe 
Syracuse __. * B20% 
DELAWARE Meadow Brook Nat. Bk., “West Hempstead - 
Wilmington Trust Co. . +. 
Farmers Bk. of The State of Del. + NORTH CAROLINA 
Durham Bank & Trust Co. $20 + 19% 
FLORIDA Wachovia Bk. & Tr. Co., Winston-Salem ___. $800 * 27% 
Broward Nat. Bk., Ft. Lauderdale -__-......... * * 
First Nat. Bk., Dunedin See te on OHIO j 
Barnett Nat. Bk., Jacksonville ——_________.. + First Nat. Bk., Akron * * $00 . 
Union Trust Co., St. Petersburg —..___ * $.033 B$54 * Harter Bk. & Tr. Co., Canton __ + 
First Nat. Bk., Winter Park —................... $.043 * * 40% Cleveland Trust Co. —.....__ +. 5 
National City Bank, Cleveland N * * t 
GEORGIA First Nat. Bk., Mansfield * $25 * i 
First National Bank, Atlanta —..... unaets * ‘ Toledo Trust Co. —......-- N+ > 
Georgia Railroad Bk. & Tr. Co., Augusta os Second Nat. Bk., Warren $16 | 
HAWAII OREGON 
First Nat. Bk. of Oregon, Portland — + |. 
Bishop Trust Co., Honolulu > Pivtiand ‘Tit Bank Hi 
Hawaiian Trust Co., Honolulu -_........-.... N * + U. 8. National Bank, Portland = Ps ef 
ILLINOIS PENNSYLVANIA 
Chicago National Bank -__. eee eee + First Nat. Bk., Erie $38 * 
Exchange National Bank, Chicago. Se Rint ae AO * + Harrisburg Trust Co. _........ $37 + 10% 
Mercantile National Bank, Chicago —_____. + Conestoga Nat. Bk., Lancaster $19 + 
State Bank & Trust Co., Evanston -.. + Jenkintown Bank & Tr. Co. __._. ae $17 + 
First Nat. Bk., Lake Forest —.. + Montgomery County Bk. & Tr. Co., Norristown $80 * $10 
Girard Tr. Corn Exch. Bk., Phila. —................. $5.2 * $2,000 * $54 
INDIANA Liberty Real Estate Bk. & Tr. Co., Phila. _.. $.457 — _ 
First National Bank, Elkhart — - $31 * $5 Philadelphia National Bank _...._.. + 25% = i 
Citizens National Bank, Evansville a Commonwealth Trust Co., Pittsburgh — — = 
Purdue National Bank, Lafayette es First Nat. Bk. & Tr. Co., Waynesboro —_.. * B $14 * $5 
First Bank & Tr. Co., South Bend _...- ae Miners Nat. Bk., Wilkes-Barre -.-...-..._- $46 + 10% 
Kansas oe ; 
" r arleston Nationa Eee eR ee } 
vane ge gg agg gg lglnaaemmmmmaaas = ; Citizens & Southern Nat. Bk. of S. C., 
irs a opeKa -...---------------.------------------ ' Charleston ae = 
LOUISIANA TEXAS 
Pivret Nat. Bk., Shrevepert: .._._____.._’ + 20% Bank of The Southwest, Houston * 
MAINE UTAH 
Depositors Trust Co., Augusta —...........- + B $14 + 16% First Security Bk. of Utah, N.A., 
Pit Portiand Nat. Bk... ..______.. * NE ERR One aes ED ee a OO * 
Zions First Nat. Bk., Salt Lake City — $.176 * bd 
apna . , VIRGINIA 
ne Set On, Renee + “a Nat. Bk. & Tr. Co., Charlottesville . ‘ 
Nat. Bk. of Commerce, Norfolk __.. . $.351 + ad 
MASSACHUSETTS Pank of Virginia, Richmond Bs * * 25% 
Boston Safe Dep. & Tr. Co. $3.6 +7% B$509 + First & Merchants Nat. Bk., Richmond . et i i 
Home Nat. Bk., Brockton estat. $.085 + 9% $17 4-11 | State-Planters Bk. of Com. & Tr., Richmond__. * + 
II RO ON a | 
| WASHINGTON 
MICHIGAN National Bank of Commerce, Seattle + - 
Old Kent Bk. & Tr. Co., Grand Rapids $.8 * * eee ee eee ‘a 
$ . 4 , +-----+-------- 7: 
Hackley Union Nat. Bk. & Tr. Co., Muskegon $31 11% | Mat. Bk. of Washiagten, Tacoma pf 
MISSISSIPPI WISCONSIN 
First National Bank, Jackson — + | Marshall & Ilsley Bank, Milwaukee ss ’ 
i 
This table supplements that published at p. 148 of the February issue; accompanying quotes from reports (opposite page) tie in with this table. 
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Bank America N.T.&S.A., 
San F:  iciseo 

Fro: all major aspects, 1959 must be 
judgec se Trust Department’s best year, 
with ¢ ss and net income exceeding all 
previo. years and new trust business of 
all typ s obtained during the year set- 
ting a .ew high. 

The volume of trust assets has nearly 
doubled in the past five years, and the 
total number and value of wills matur- 
ing in i959 continued at a high level. 


There was also a large increase in trusts 


created by wills, their number and dol- 
lar value substantially exceeding those 
established in the previous year. A 


greater number of living trusts and in- 
vestment management agencies were 
opened, and custodianship of securities 
for individuals and organizations of vari- 
ous types, trusts for minors, and trusts 
to minimize overall family taxes, con- 
tinued to increase during the year. The 
number of pension and profit-sharing 
plans established in 1959 exceeded the 
previous year, adding substantially to the 
already large number of such trusts un- 
der administration by our bank. 

Our Diversified Common Trust Fund, 
valued at over $72,000,000, with more 
than 2,500 trusts participating, com- 
pleted its twelfth year... 

At the completion of its third fiscal 
year of operation during 1959, our In- 
vestment Fund for Retirement Plans 
held assets of more than $9,000,000. This 
fund provides investment diverisfication 
for every type of pension and profit- 
sharing plan. A new service, “TRUSTPLAN 
for Profit Sharing Programs,” was in- 
augurated during the year to provide 
assistance in the establishment and man- 
agement of profit-sharing plans. It is 
available to businesses of all kinds and 
sizes and permits participation in the 
Investment Fund for Retirement Plans. 


*Continued from preceding issue. 


‘TES FROM ANNUAL BANK REPORTS* 


This year many eastern corporations, 
recognizing California’s population in- 
crease and the desirability of providing 
convenient stock transfer facilities for 
their shareowners, established co-trans- 
fer facilities with Bank of America — 
ideally situated through its branch and 
bank correspondent system in close prox- 
imity to shareholders in all of the West- 
ern States, 

In past years, the handling of estates 
was the major portion of Trust Depart- 
ment activity, but in recent years, trust 
and investment services for living per- 
sons, administration of retirement pro- 
grams for corporations and specialized 
corporation services continue to increase 
and now constitue a much higher propor- 
tion of trust activity. 


First National Bank, Denver 


178 new trusts, estates and investment 
management accounts aggregating $24,- 
000,000 . . . 26 new corporate accounts 
. . . Gross income has reached very sub- 
stantial proportions . . . Managing five 
Common Trust Funds aggregating 
$28,000,000 (including pension and profit 
sharing) held in 800 fiduciary accounts. 


Connecticut National Bank, Bridgeport 


The measurement of a successful year 
is more than the new highs in total 
assets and net earnings which have more 
than doubled in 6 years. Basic to the 
year’s worth is the experience and knowl- 
edge of the department in maintaining 
an equitable relationship of investments 
to the purchasing power of the dollar. 
Each account, large or small, receives 
benefits tailor made to individual needs. 


Colonial Bank & Trust Co., Waterbury 


There is an increase in public aware- 
ness of the benefits available through 
sound estate planning. But there are still 
many people who have the impression 
that this service and the resultant bene- 


fits are only for the wealthy. Our trust 
officers have given much time in the past 
year to informal discussions with people 
of moderate means as well as those who 
are well to do, with their attorneys... 


Wilmington (Del.) Trust Co. 


The Trust Department services are 
increasingly comprehensive and _ are 
availed of more and more by individuals 
and corporations throughout the United 
States and foreign countries, as well as 
in Delaware ... We have been aided 
by the realistic workability of adequate 
laws and intelligent court decisions in 
Delaware ... Our regular earnings from 
commissions on trust income total more 
than in any previous year... 


Bishop Trust Co., Honolulu 


Our trust operations form the back- 
bone of the Company. All other depart- 
ments in greater or lesser measure serv- 
ice the many trusts, foundations, estates, 
agencies and guardianships in our care 

. One of the most significant func- 
tions is the supervision of charitable 
trusts. These trusts are vital to the com- 
munity through the financial assistance 
they bring to almost every conceivable 
worthy cause in the Islands... As of 
the end of 1959, we served as trustee 
for 23 charitable trusts with assets of 
over $20 million. The administration of 
these trusts requires not only competent 
trust supervision of all financial and 
investment matters involved, but careful 
screening of all requests for assistance, 
based on thorough knowledge of the 
social, religious and educational needs of 
the community. 


Hawaiian Trust Co., Ltd., Honolulu 


While the number of new estates re- 
mained approximately the same, the 
average size of $240,000 was substan- 
tially above that of the prior year. The 
increasing need for financial services... 
was reflected in the Trust and Agency 
Departments’ operations... 
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“Then and N-w” pictures of the Centennial Fountain in Evanston, Ill. These photos were among the illustrations in the 1959 Annual 
eport of Stcte Bank & Trust Co. Thirty horses at one time could drink from the fountain which commemorates the signing of the 


JuNE 1963 





Declaration of Independence. 


581 














| Ee AB Pe REE IT 
a 
— 
= =— el 
—— ___ a * 
WO SS Se af 
—S— —s 
_— SS 


THE TEST 
OF TIME 


70 years of proven fiduci- 
ary experience qualifies 
American Security ... 
Washington’s largest and 
best known trust company 

as a wise choice for 
correspondents having 
trust problems in the Na- 
tion’s Capital. 


AMERICAN SECURITY 


AND TRUST COMPANY 
Washington, D.C. 


Member Federal Deposit Insurance Corporation 
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Exchange National Bank, Chicago 


An indication of this department’s 
growth since its creation in 1949 can be 
found in the fact that it will assign its 
10,000th trust number within the next 
few weeks. The Trust Department has 
been a source of business to other de- 
partments and generates commercial and 
savings accounts for the Bank. 


State Bank and Trust Co., Evanston 


For the 8th consecutive year, Trust 
Department earnings reached a record 
high — a 28% gain over 1958 — and in 
1959 accounted for 12% of the bank’s 
gross earnings. Another all-time record 
high for will appointments was reached. 
The number of new living trusts, invest- 
ment management, pension and profit 
sharing accounts continued at a satis- 
factory rate. The common trust fund 
completed its first full year and has 
assets exceeding one million dollars. 


First National Bank, Shreveport 

Enjoying mounting popularity in 1959 
among the customers of the bank were 
gifts in trusts made to children, grand- 
children, and other family members dur- 
ing the lifetime of the giver. 


Boston Safe Deposit & Trust Co. 


Of fundamental importance to our fu- 
ture has been the substantial growth of 
the Trust Department ... Because of 
changes in the market value of securities 
it is difficult to make meaningful com- 
parisons of Trust Department size and 
growth. However, by every available 
measurement 1959 was an outstanding 
year. We had an unusual windfall in 
the form of a $17 million estate, but 
even without this the net gain in number 
and book value of accounts was above 


average. 
In 1945 we established Common Trust 
Fund ‘A’... a ‘balanced fund’. Market 


value per unit at the fiscal year end 
(October 31) reached a new peak, and 
income distributions were also at an all- 
time year-end high. We started Common 
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Performance of Common Trust Fund of 
Equitable Trust Co., Baltimore, in presery. 
ing capital and purchasing power of income 
is illustrated by this chart in annual report. 
Chart shows percentage changes in value of 
fund as well as income produced, in com. 
parison with national indices. 





Trust Fund ‘B’ on September 1. This 
fund is restricted to fixed income securi- 
ties and is designed for similar accounts 
where it is desirable to invest only the 
fixed income portion of the list in a 
pooled fund. Through the ‘B’ Fund we 
are able to provide a portfolio which in- 
cludes wide diversification of risk, spaced 


maturities, certain convertible securities | 
and a few discount issues which will | 


show appreciation as they mature. 
During the year we had produced for 


us a color moving picture, ‘Family Secur- | 
ity Regained’ which illustrates the need | 


for financial planning clearly, briefly and 
amusingly, and includes some excellent 
scenes of Boston and the Trust Company. 


Malden (Mass.) Trust Co. 


The activity in this department breaks 
down into the following classifications: 
31 Estates; 2 Conservatorships; 160 
Trusts; 48 Agencies; 15 Insurance 
Trusts ... Among the growing number 
of charitable trusts is one which has 












































1959 1958 1957 1956 1955 
INTEREST — 54.4% 52.5% 50.0% 49.2% _ 45.2% 
NOTES $6,519,637.27 | $5,364,194.78 | $4,599,573.75 | $3,753,081.66 | $2,972,012.55 
INTEREST _ 22.2% 23.3% | 25.0% 25.5% 29.4% 
SECURITIES 2,657,581.58 | 2,381,509.72 | 2,301,154.93 | 1,944,720.07 | 1,929,770.12 
TRUST 6.8% 12% 1.1% 1.9% 19% 
DEPARTMENT 817,973.73 | 731,467.73 | 706,274.32) 605,624.55} 517,719.43 
OTHER 16.6% 17.0% 11.3% 17.4% ‘7.5% 
EARNINGS » 1,992,972.74 | 1,744,764.88 | 1,593,336.18 | 1,321,405.51 | 1,153,16501 
101A = = . i 

| EARNINGS $11,986, 165.525516,221,957.1 1158, 200,338.18 $7,624,831.79 1$6,5 2,667. 





Trend in sources of earnings of First National Trust & Savings Bank, San D: ‘go. 
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Trust Department office of United States National Bank, San Diego, where, as the bank’s 


a A 


annual report states, the customer finds “an atmosphere of privacy and quiet dignity.” 








provided scholarship aid for a total of 
108 students. Currently 11 boys and 17 
girls are receiving scholareship aid. 


Hackley Union National Bank & Trust 
Co., Muskegon, Mich. 

Trust Department assets increased 
$3,159,005 to $30,996,929. Pension Trusts 
and Agency accounts have been largely 
responsible for the increase. The Com- 
mon Trust Fund has assets in excess of 
$250,000 and serves 59 trusts. 


First National Bank, Kansas City, Mo. 


1959 provided the biggest “break” in 
years for those entirely dependent on in- 
come from securities. This “turn about” 
in our economy, which permitted a more 
favorable yield basis on interest bearing 
securities, was especially helpful to our 
trust customers for whom we have in- 
vestment responsibility. Abnormally low 
yields on government, municipal, cor- 
porate bonds and mortgages had per- 
sisted for such a long time that such 
yields had largely come to be accepted 
as “normal.” These lower yields, together 
with the depreciated purchasing power of 








NUMBER OF ACCOUNTS 

' HANDLED BEGINNING 
WITH 1935 THROUGH 1959 
400% 
300% 
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Graph of number of trust accounts ad- 

Ministered by First National Bank of Kan- 

sas City, Mo. Annual report called this “of 

perhaps greater significance” than volume 
of assets (also shown in a graph). 


June 1950 





the dollar, had conspired to work a real 
hardship on many of those who had no 
“earned” income but lived only on the 
income from their investments or from 
funds left in trust for them. We submit 
that these increased yields are more 
“normal” historically than the ones we 
have known since the early forties. 


First National Bank of Passaic County, 
Paterson, N. J. 


Number of accounts serviced by trust 
department and total volume of business 
on books increased to new year-end highs. 
Gross revenue equaled that of peak 1958. 
54% of total trust department earnings 
now comes from recurring sources. 


Princeton (N. J.) Bank & Trust Co. 


28 new accounts were opened. The 
number of accounts on the books at year 
end was 298. Income collected for our 
accounts exceeded $2,170,000, another 
record ... Our Diversified Trust Fund 
was operated successfully during its 
tenth fiscal year increasing to over 
$5,800,000 and to a new fiscal year end 
unit value high. Income per unit was 
at an all-time high. The Fund has more 
than met the cost of living increase which 
in the past ten years has increased 
slightly in excess of 20% whereas the 
income per unit has increased 29% 

We are constantly surprised that many 
people do not realize that we, as well as 
most Trust Departments, render an in- 
vestment advisory service to individuals, 
corporations and institutions . . . com- 
bined with a custodian service, which is 
not provided by purely investment ad- 
visors to their clients . . . During the 
year both officers and employees took 
courses intended to extend their knowl- 
edge and training for increased responsi- 
bility and service . . . We have recently 
received an unusually large number of 
letters complimenting us not only on the 





DEPENDABLE TRUST SERVICE 
in DELAWARE 


for Seventy-Five Years 


Our personal and corporate 
trust services, based on de- 
pendable, efficient group 
judgment and complete facil- 
ities, include: specialized 
investment management: ex- 
perienced trust administra- 
tion and estate settiement; 
prompt, understanding at- 
tention. We welcome the 
privilege of serving you 
and your customers. 


BANK of DELAWARE 


Main Office: 901 Market Street 
Wilmington, Delaware 


Wilmington « Newark e Odessa « Smyrna 
Dover « Seaford « West Seaford 


.. Member: FDIC ¢ Federal Reserve System 











SERVING 


FLORIDA'S 


WEST COAST 





WITH 
COMPLETE 
TRUST SERVICES 


SINCE 
THE 


EXCHANGE 


NATIONAL BANK 
of TAMPA 
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A 
MILLION DOLLARS 


Or 


A Friendly Favor 


Whether your problem involves 
BIG BUSINESS or a smaller matter, 


FIRST and MERCHANTS 


has the experience, facilities and 
good will to deal with it. 


Contact us promptly when we can 
serve your interests or those of 
your customers. 


First MERCHANTS 


NATIONAL BANK OF RICHMOND 


Member Federal Deposit Insurance Corp. 


las 








&. 












When an 
Arizona Fiduciary 
Is Required 
or Advisable, 
Your Inquiry Is 
Cordially Invited 


COMPLETE HOME 
TRUST OFFICE 
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BARI oF arizona 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


person to person banking .. . statewide 
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service rendered but on the personal at- 
tention given. As a further tribute to the 
personnel who staff our Trust Division 
the following extract from the annual 
(independent) Examination Report is set 
forth: “This department was found in 
its usual excellent condition, and we are 
of the opinion that generally the system 
and departmental accounting, internal 
and vault control are adequate and satis- 
factory.” 


First National Bank, Mansfield, Ohio 


The Trust Department set a new high 
mark in activity and growth. Most sig- 
nificant is the 54% increase in Corporate 
Trusts and the 40% increase in Private 
Trusts. Comparative figures, with 1958 
in parenthesis, are: Court Trusts $5,893,- 
707 ($5,836,455); Agency Accounts §$2,- 
330,581 ($4,000,187); Private Trusts 
$17,057,322 ($12,146,017); Corporate 
Trusts $906,257 ($589,478); Bonds Out- 
standing $11,420,000 ($10,678,000) ; Total 
$37,607,865 ($33,250,138). 


United States National Bank, 
Portland, Ore. 


Unmatured life insurance trusts and 
wills on file with the Department repre- 
sent a potential asset value of more than 
double the total assets presently under 
our management. To meet this new chal- 
lenge new personnel is being constantly 
trained to augment the present staff to 
150 experienced officers and employees. 


First National Bank, Erie 


New accounts increased .. . $2,000,000 
was distributed to beneficiaries as result 
of estate terminations... 


Harrisburg (Pa.) Trust Co. 


The Trust Company and the Bank 
(Harrisburg National) have combined 
trust assets of over $37 million from 
more than a thousand customers with 
more than a 10% net increase in num- 
ber and amounts... after 10% of trust 
accounts were completed... 


Girard Trust Corn Exchange Bank, 
Philadelph‘a 


Personal Trust Department assets rose 





above $2 billion. New assets totaled $130 
million and $76 million of principal funds 
was distributed to beneficiaries or paid 
out for taxes and other costs, leaving a 
net new business growth of $54 million 
... The $2 billion of assets are held in 
7500 active accounts. Approximately one- 
third of the dollar value is in estates and 
trusts under wills; somewhat more than 
one-third is in trust accounts created by 
living persons; slightly less than one- 
third is in investment and custodial ac- 
counts of individuals, business concerns, 
or other organizations... 


Our own investment research organiza. 
tion constantly reveiws not only the in- 
dustries and the companies whose securi- 
ties are held in accounts, but also those 
regarded as possibilities for future in- 
vestment . . . Our investment analysts 
... employ the standard services furnish- 
ing investment data, and they retain 
special consultants on technical aspects 
of specific industries . . . In formulating 
decisions of investment policy for trust 
accounts, the Bank’s investment officers 
place principal emphasis upon selection 
of securities on a long-term basis. . 
In the analysis of common stocks, atten- 
tion is given to the measure of protection 
for dividends by earnings retained and 
productively reinvested in the business 
and to the ability of management to 
maintain a satisfactory rate of earnings 
on capital and dévelop outlets for profit- 
able use of additional capital. 


The investment of each account is di- 
rectly supervised by an experienced in- 
vestment officer. These men maintain 
close contact with the security analysts 
of our research group and they draw 
upon the collective judgment of the Trust 
Investment Committee in matters of 
broad investment policy. Their particular 
responsibility, however, is to tailor for 


each of their accounts a specia! invest- 
ment program which fits its individual 
needs. We do not believe any committee 
can supervise an account as well as 4 
competent individual who knows its cil- 
cumstances and is familiar with the 
needs and wishes of the perso”s inter- 
ested in it. 
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Philad -phia National Bank 

The Trust Division experienced by a 
large » .argin its most active year. More 
than h-if the gain is attributable to busi- 
ness 0° a recurring nature. The growth 


patteri has exceeded expectations. 


Miner: National Bank, Wilkes-Barre 
New business far exceeded that de- 
veloped in any previous year... 


Mercantile National Bank, Dallas 


In its close association with corporate 
managements, we asked members of the 
Corporate Trust Department to tell us 
about any changes they had observed. 
They quickly pointed out that business, 
especially corporate business, is increas- 
ingly public relations minded and sensi- 
tive both to its customer and stockholder 
relationships. Because this is true, many 
national firms are appointing additional 
stock transfer or co-transfer agents. This 
is being done with two objectives in 
mind: 1. To relieve their own personnel 
of unnecessary detail work, while pro- 
viding the widest possible distribution of 
company stock. 2. To keep stockholders 
happy, making certain that new stock 
certificates are issued with maximum 
speed and efficiency . . . Corporate trust 
officers are also equipped to advise busi- 
ness firms on the type of financing 
needed; whether private placement or 
public offering of securities seems indi- 
cated; and the best timing to go into 
the market with new financing. 


Bank of the Southwest, Houston 


... Considerable growth in the opera- 
tion of the pooled investment fund for 
pension and profit-sharing trusts... 


Bank of Virginia, Richmond 


Wills and unfunded trust agreements 
were more than 50% greater in number 
and potential dollar volume ... The two 
Common Trust Funds have performed 
well. Our Family Trust plan has been 
made even more flexible and has had 
wide acceptance. 








Annual seport of Mercantile National Bank 
; shows trustmen Ben Kerr and 
Arthur Dvebing on inspection tour of plant 
Whose pension and profit-sharing plan is 
administered by the bank. 
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First & Merchants National Bank, 
Richmond 


... Anticipate an even more rapid in- 
crease in fiduciary business... 


State-Planters Bank of Commerce & 
Trusts, Richmond 

A record number of new estates, trusts 
and agencies ... The number and value 
of new will appointments surpassed any 
previous year... 

A A A 
Florida Bankers Forum 
Treats of Trusts 


The 13th annual Bankers Forum spon- 
sored by the Florida Bankers Associa- 
tion was held in Winter Park May 16-20. 
Trusts were on the agenda for May 18. 
The development of trust business, in- 
ternal cooperation and the effective use 
of trust brochures were among the 
topics covered by a panel consisting of 
John H. Wells, vice president and trust 
officer, Commercial Bank & Trust Co.. 
Ocala, moderator; William G. Dickie. 
vice president and trust officer, Atlantic 
National Bank, Jacksonville; Dennis P. 
Clum, vice president and trust officer, 
Miami Beach First National Bank; 
Dean C. Houk, vice president and trust 
officer, Union Trust Co., St. Petersburg; 
and Walter A. Wrase, trust officer, First 
National Bank, Ft. Lauderdale. 


Record Attendance at 
Virginia Trust Meeting 


More than 125 trustmen attended 
Virginia’s annual One-Day Trust Con- 
ference in Richmond on April 20. A 
very active discussion followed the talks 
of an investment panel consisting of 
Charles Buek, first vice president, 
United States Trust Co., New York: 
Walter Craigie, investment broker, and 
W. L. Nichols, trust officer, Central Na- 
tional Bank, both of Richmond; and 
William T. Hastings, Jr., vice president 
and investment officer, National Bank 
of Commerce, Norfolk. 


Other speakers in the day’s program 
were J. Harvie Wilkinson, Jr.,* presi- 
dent, State-Planters Bank of Commerce 
& Trusts, Richmond; Morton Smith, 
vice president, Girard Trust Corn Ex- 
change Bank, Philadelphia; and David 
J. Mays, counsel for the Virginia Bank- 
ers Association. 


The meeting recorded a unanimous 
expression of support for the invitation 
of the city of Norfolk to the American 
Bankers Association to hold the 1962 
Southern Trust Conference in that city. 


*See his remarks at page 576. 





Executors 


‘Trust Officers 


Among the ways 
we can serve you 


DISTRIBUTION 


Public or private placement of large blocks of securities. 


APPRAISAL 


Evaluation of holdings in closely held corporations 
whose securities do not enjoy an active market. 


If you are facing either of these problems 
you are cordially invited to call or write 


WHITE, WELD & Co. 


Members New York Stock Exchange and other 
principal stock and commodity exchanges 


20 BROAD STREET > 


NEW YORK 5, N. Y. 
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TAX CREDITS 
(Continued from page 528) 


life estate is, nevertheless, predicated 
upon the supposition that it is a full 
life estate with no strings attached. For 
example, W’s life estate credit presum- 
ably would be lost to her if the trustees 
of residuary Trust B had the power to 
use principal for someone other than W 
(unless limited by an ascertainable 
standard). This seems to follow by 
analogy with the cases which deny a 
charitable deduction when such a be- 
quest follows a life estate with unlimited 
power to invade principal for the life 
tenant; that is, the life estate then could 
not be definitely valued at the death of 
transferor.*? Such problems could be 
obviated by giving W an unfettered life 
estate in only part of residuary trust B; 
or an estate for vears in the whole. 

It is true that we cannot plan for 
multiple deaths within a short period 
of time or even within ten years; but, 
if other circumstances warrant the use 
of a marital deduction then surely it is 
wise to plan against losing a substantial 
tax credit. Even in estates of much older 
people than those in our example, it 
can have desirable tax benefits. Thus, a 
life estate for a person 65 years of age 
is worth 33.42 of the corpus; 70 years, 
27.37%, etc.*! 

The foregoing emphasis upon the im- 
portance of a marital deduction, especi- 
ally when coupled with a life estate, is 
made with full knowledge of the sugges- 
tion by some writers that with the tax 
credit now available a complete trans- 
fer to the surviving spouse is no longer 
so bad, taxwise. This simply is not so, 
as a few simple calculations will prove. 

For example, assuming the same 
above estates except H leaves outright 
to W his entire $400,000, and W be- 
queaths all that remains ($327,000) 
plus her own $50,000 to their children, 
and both deaths occur within two years, 
the total tax in both estates would be 
$87,300 (in round figures)** against 
$38,563.56 in the Schedule R just de- 
tailed. It follows that use of the marital 
deduction is cheaper, taxwise, because 
two estates of identical size always pay 
less total tax than one estate which is 
as large as the two combined. 

In addition, there almost always is a 
multitude of practical and psychological 


49See Seubert v. Shaugnessy, 233 F. 2d 134; Mer- 
rill Trust Co. v. U. S., 167 Fed. Supp. 474 re Sec. 
2055 I.R.C. 54. 

“1Reg. 20.2031-7(f) mentioned in Note 28, supra. 

#2In arriving at the total tax of $87,300 we have 
assumed a full $180,000 marital deduction in H’s es- 
tate and $37,000 deductions in W’s estate instead of 
$10,000, with 2% state inheritance taxes. 
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reasons favoring use of marital deduc- 
tion and residuary trusts: e.g. financial 
management, protection from the new 
spouse upon remarriage, and certainty 
as to how at least one-half the estate 
will descend. 


Powers of Appointment and 
Contingent Interests 


The specific references which both 
Sec. 2013 and the Regulations make to 
a general power of appointments (as 
defined in Sec. 2041) suggest that it 
will play an increasingly important part 
in estate tax credits for prior transfers. 
But no unusual problems appear to be 
involved so long as it is remembered 
that the exercise or non-exercise of such 
a power sets in motion the same poten- 
tial credits as a transfer by the absolute 
owner of any property. In other words, 
we must inquire what property, life 
estate, or other interest a decedent re- 
ceived or enjoyed through one who ef- 
fected such transfer only by virtue of 
a general power of appointment. 

There is one area which appears to 
foretell litigation in the absence of 
further Regulations or Rulings. It will 
be recalled from the list of transfers 
which give rise to credits that the donee 
of the general power of appointment, 
not the donor, is to be regarded as the 
transferor for the purpose of computing 
the credit. Thus, it would seem to follow 
that if the power is a limited or non- 
taxable power, whereby the property 
subject to the power is not included in 
the donee’s estate, then the donor of 
the power must be considered the trans- 
feror. Such being the case, will the de- 
cedent who receives property through 
a limited power be entitled to a credit 
inasmuch as his interest is uncertain? 

In other words, suppose T made a 
bequest to D-1 for life with power to 
appoint only among a certain class, and 
upon failure to so appoint, or failure 
of such class, then over to D-2. The 
Regulations provide that the value of a 
life estate, remainder, or other contin- 
gent interest is the value thereof “de- 
termined as of the date of the transfer- 
ors death on the basis of recognized 
valuation principles * * *.”4% Since at 
the time of T’s death it was uncertain 
whether the property subject to D-1’s 
power would vest in D-2 it then (at T’s 
death) would be impossible to value 
D-2’s interest, as such. 

In articles dealing with the proposed 

Regs. 20.2013-4(a). 


44Vance N. Kirby, TRUSTS AND ESTATES, Jan. 57, 
p. 12; Charles L. B. Lowndes, TRUSTS AND ESTATES, 
Aug. ’58, p. 706. 
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and final regulations, this proble: was 
discussed by two eminent authors.’ One 
was doubtful and the other only h. pefyl 
that Internal Revenue might al w a 
credit by valuing the interest as t) ough 
the contingency did not exist. if such 
interest in fact matured into a ‘ested 
estate. We are prone to be som--what 
more optimistic on two bases: (1: The 
Regulations contemplate a credit iotal- 
ing 100% in the combination of a life 
estate and remainder at any giver: age, 
(2) It is a matter of state law wiiether 
the children of D-l. or D-2, have a 
contingent remainder, or a vested inter- 
est subject to being divested: most states 
appear to be following a trend which 
favors vesting. 

The Regulations contain no require- 
ment that the remainder interest be vest- 
ed or that the person taking the re. 
mainder be identified at T’s death. It 
would appear, therefore, that the re. 
mainder interest could be valued at T’s 
death (as the complement of the life 
estate) with the identity of the taker 
and absolute vesting awaiting further 
events. If identity and vesting are not 
accomplished facts within the time lim- 
itations imposed by Sec. 2013, then we 
reluctantly concede that the outlook is 
dark under present Regulations. 


Rules and Formulas 


We hope that readers will have ob- 
tained a better understanding of what a 
well known lawyer, professor, and 
writer has characterized as “the most 
complex and confusing provisions of the 
estate tax law.”*° Yet, as with any com- 
plicated subject, there are certain fund- 
amentals. The following are over-simpli- 
cations but should serve as reminders of 
valuable tax credits which can be pur- 
sued in such detail as particular circum- 
stances warrant. 


It is only necessary that: 


1. The property or interest ap- 
peared in the gross estate of T; 

2. At that time it could be valued 
on the basis of recognized valuation 
principles; 

3. T’s estate paid estate tax on 
the property or interest transferred, 
or had a credit which offset his tax; 
and, 

4. D died within the time limita- 
tions. 


It is completely immaterial that: 
1. The property or interest never 
appeared in the gross estate of D; 
2. The property or interest could 
have so appeared but D squandered 
or gave it away prior to his death; 
(Continued on page 603 


45Rudick, supra Note 4. 
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SOUi TERN CONFERENCE 


ontinued from page 514) 


Wil! Shakespeare — the rather well 
known {nglish author — was not listed 
on the program but participated by 
proxy. in the person of Alonzo M. Mc- 
Nickle. vice president of Pittsburgh Na- 
tional Bank, who illustrated the art of 


salesmanship by analysis of the funeral 
scene in Julius Caesar. Tracing the de- 
vices by which Mark Antony overcame 
the hostility of the crowd, planted ideas 
in their minds and reversed their con- 
victions, he showed how these same tac- 
tics are the effective means for getting 
people to use trust services. 

The keystone of successful operation 
of a trust department, as he well re- 
marked, is the realization by the bank’s 
directors of its value to their customers 
and thus to the entire bank, but this has 
its genesis in a good selling job by the 
trust officer. Whether he likes selling or 
has an aversion to it, he is doing it 
every day, with present as well as new 
customers, with commercial officers, at- 
torneys, underwriters and others. The 
only question is whether trust officers 
are selling themselves short or well. 

That there is a long way to go, and 
a vast potential market for our serv- 
ices, is obvious when it is realized that. 
while in the past fifteen years estates of 
over $60,000 have increased by some 
300° in number and dollar value — 
according to Treasury Department rec- 
ords — a study of some probate records 
shows that trust institutions are getting 
no greater proportion of appointments. 
The tendency is to talk in shop-language 
or to argue points rather than to plant 
the seeds in the prospect’s mind and 
let him think the smart ideas came from 
him. Mr. McNickle observed that trust- 





STORY OF THE CONFERENCE 


An ad appeared in the “For Sale” 
column of the local newspaper: “1960 
Cadillac Convertible — excellent con- 
dition, driven only 1600 miles. Will 
sell for $100. Call at 320 Riverview 
Place, Mrs. M...... dé 

Fearing it was a typographical mis- 
take, but hopeful, Mr. K. called at 
Mrs. M’s house. Assured that she 
really would sell the car, he inspected 
it and found it shop-new. “But I don’t 
understand why you would sell this 
auto for only $100. It’s worth every 
bit of $6,000.” 

“I know,” said the dour-looking 
Mrs. M., “but you see I’ve just becorhe 
a widow. My husband’s will specified 
that I was to sell his car and give the 
Proceeds to his secretary.” 


es 
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men are doing a far better job of ad- 
ministration than of selling and have 
failed to take advantage of the fact 
that trust protections have all three 
basic emotional appeals: fear of loss, 
hope of gain and personal affections. 

Citing the expected tax take of $50 
million from the $64 million estate of 
the late Howard Gould (last surviving 
son of railroad-builder Jay Gould) as 
an example of the decimation of for- 
tunes by tax fiat, Mr. McNickle made 
an excellent distinction in noting that 
actually there are two sets of tax laws — 
one for the uninformed and one for 
the properly advised. Add to this the 
fact that the net dollars received by 
beneficiaries have declined by half in 
purchasing power during this period, 
and there is every reason to be con- 
vinced that the value of professional es- 
tate and investment services has en- 
hanced in direct proportion. 


AAA 
MULTI-STATE ASSETS 


(Continued from page 518) 


tion exercise the prerogaiive of local 
distribution by ancillary law. 

If such distribution does take place, 
however, the domiciliary jurisdiction 
can, since it is the last to distribute, 
adjust its own distribution to compen- 
sate for any distribution elsewhere.** It 
would seem wise, in order to avoid pos- 
sible litigation, to include a specific au- 
thorization in the will directing the 
executor, in making distribution under 
the will, to consider amounts received 
by a legatee or intestate successor of the 
decedent’s estate in any jurisdiction. 

To sum up, it is suggested that the 
planner consider the future effect of 
location of assets and of varying law, 
and give the executor complete powers 
to act so that if the courts will approve 
his acts, he is at least not hampered by 
a restrictive instrument. 

**See Griley v. Griley, 43 So. 2d 350 (Fla. 1949) 
and Murphy v. Murphy, 170 So. 856 (Fla. 1936). 

A A A 
e Fourth National Bank and Trust Co. 
has announced establishment of a $150,- 
000 scholarship and loan fund for stu- 
dents of Wichita University from the 
Charles E. Parr estate. 

Mr. Parr, a native of Illinois, came to 
Wichita in 1900 where he worked as a 
successful business executive until his 
death in 1938. Mr. Parr left his property 
to the bank in trust, with his wife, Mrs. 
Alice Parr, receiving income until her 
death in 1958. He had designated a por- 
tion of the trust assets for the student 
loan fund and Mrs. Parr appointed the 
remainder to the fund at her death. 
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Bank Employee Benefits 


Philosophy and Practice 


H. A. TENNEY 


Personnel Officer, First National Bank of Boston 


ATURALLY THE AIM OF EVERY RE- 
N sponsible company is to offer its 
employees a well-rounded benefit pro- 
gram, but in this day of rapid growth 
and expansion the problem frequently 
arises, “Where should we begin?” or 
“What should we offer next?” 

A pension plan might be thought of 
as a logical choice for a beginning in 
building up a solid program because it’s 
a benefit that sooner or later every em- 
ployee will need. Yet this is certainly a 
benefit in which your younger employ- 
ees may not be too interested, and its 
costs may be high. And what of life in- 
surance? This can be a burdensome ex- 
pense to an individual which can be 
materially lessened by a company group 
plan. But married employees may ap- 
preciate this insurance more than un- 
married ones. 

This is not to say, of course, that 
these benefits are not essential to a 
well-rounded company plan. They most 
certainly are and should be included as 
soon as possible. But their minor limi- 
tations point out the one benefit which 
should probably be stressed first of all. 
That is, hospitalization and medical 
costs. No matter how young or what the 
marital status of your employee is, they 
cannot overlook the need for this pro- 
tection, especially in view of the high 
hospital, surgical and medical costs at 
the present time. 

As a good example of this kind of 
protection, it seems appropriate here to 
discuss our Bank’s medical plan which 
has grown through the years. Our plan 
started off by first providing an em- 
ployee with normal hospitalization and 
surgical aid. Later we added a vital 
extra major medical benefit based on 
the total bill if the person’s trouble is 
a serious accident or turns out to be a 
prolonged illness. This help is of ma- 
terial assistance to an employee’s peace 
of mind in case of accident or illness 
to himself or his dependents. 


Order of Succession 
Once this protection has been in- 
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cluded, a reasonable order for other 
benefits might go something like this: 
group life insurance, a pension plan, 
and then, if it is at all possible, a com- 
pany should consider some sort of thrift 
or profit-sharing plan which will en- 
courage the participants to help plan 
for their own future. 

Certainly when a company comes to 
consider group life insurance, one aim 
should be to provide an employee’s 
family with a benefit that would be in 
some way proportionate to the individ- 
ual’s earning power. Using our Bank as 
an example once again, under The 
First’s Group Plan each staff member 
receives free of charge insurance in the 
amount of his annual salary. Then those 
who wish to add to this amount — and 
the majority do — may do so at re- 
duced rates under the same plan with 
these generous limits: a person under 
30 years old may double the amount of 
insurance the Bank gives him, and an 
employee over 30 may triple the amount 
— all without any physical examination. 
After retirement there is some reduction 
but a substantial amount usually re- 
mains. 


Individual Variations 


The pension plan, however, is one 
field where companies may rightfully 
vary from one extreme to another de- 
pending on their own philosophy, the 
costs involved, and the relationship be- 
tween the plan and other employee bene- 
fits which the company has or contem- 
plates. 

“Final Earnings” pension plans, for 
example, have recently become more 
popular and have the advantage of be- 
ing more closely related to the ending 
salary of the pensioner. Offsetting this 
theoretical advantage to the pension, 
however, is the fact that employer’s 
costs of a final earnings plan are more 
difficult to determine from year to year 
because of the uncertainty as to the 
wages or salaries which will be paid in 
subsequent years on which the actual 
pensions will be paid. 


A “Career Average” Plan, ©1 the | 
other hand, permits the employer to 
have better control of his costs from 
year to year because the costs of the 
pensions are based on the salaries paid 
each year. 

The latter is exactly the type of plan 
our Bank has been using for a number 
of years now and it has proved to be 
quite successful in our situation. Our 
plan operates on this schedule: each year 
the Bank makes contributions to accrue 
benefits of 13g per cent of the first 
$3,600 of an individual’s salary and 
2 2/10 per cent of the excess over this | 
amount to build up the person’s pen- 
sion. Then, at retirement. the total ace- 
crued benefits become that employee's 
annual pension which is paid to him in 
monthly instalments until his death. 
This is in addition to his own and his | 
family’s Social Security income. 

While the official retirement age at | 
The First is the standard 65, earlier re- 
tirement is permissible from age 55. 
Under this system a person may retire 
for any reason and receive his pension 
with an actuarial discount, depending 
on his age at retirement. 

The general opinion of experts in the 
pension plan field seems to be that a 
good pension plan should produce re- 
tirement benefits averaging approxi 
mately 50 per cent of final salary, in 
clusive of Social Security. This would 
normally mean that persons in the low- 
er salary bracket would have higher 
percentage pensions to their final salary 
than persons in the higher salary 
brackets. 

Whether or not a pension plan should 
include in-service death benefits or auto- 
matic widow’s pensions is necessarily 
dependent upon other benefits which 
may or may not be provided under the 
company’s entire benefit program. For 











instance, with a good life insurance plan 
which provides satisfactory _ benefils 
both before and after retiremen’. there 
would seem to be no particu! r need 
for the retirement plan also to include 
such death benefits or widow’s pensions. 
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Savings Investment 


Assu: ing now that a company has a 
solid pe sion plan which will afford its 
staff a r-asonable monthly income after 
retirem< it, What is the next considera- 
tion whch should be given to make its 
benefit plan “well-rounded?” At this 
point a new problem is introduced. Let 
us suppose your retired employee has 
made no provisions, i.e., savings or in- 
yestmenis. of his own for his retirement 
and then finds he really needs some 


lump sum of cash to help pay for a 
house, to buy a new car, perhaps for 
travel expenses or even for emergency 
medical expenses. 

This is where a thrift or profit-shar- 
ing plan with its deferred payment 
comes into the benefit picture. Natur- 
ally, the expense to the company must 
be one of the prime considerations when 
determining the details of such a bene- 
fit. The one important factor is, how- 
ever, that such a plan can provide an 
employee with additional funds either 
during his working lifetime or at retire- 
ment depending on his wishes and on 
the terms of the plan. Such a deferred 
plan reduces the possibility of a retir- 
ing person being disturbed financially 
because of the change from his regular 
earnings to his reduced pension income. 


While it may very well be possible 
that no two thrift or profit-sharing plans 
operate the same way, it will be inter- 
esting to note here The First’s unusual 
Thrift-Incentive Plan as one example 
since it was set up to cover a combina- 
tion of two basic goals in this field of 
benefits. 

The philosophy behind this Plan was 
that it be both a profit-sharing plan and 
a device for employees to help them- 
selves to save some money at unusually 
high investment return to help them 
financially after retirement. Under this 
Plan, each employee is given the oppor- 
tunity to contribute either 2, 4 or 6 
per cent of his annual wages or salary, 
as his share. The Bank then determines, 
by a formula based on the percentages 
of its annual earnings to its capital 
structure, what percentage of the em- 
ployees’ contributions is to be added by 
the Bank for the benefit of the partici- 
pating employees. 

In this manner, the Bank has not 
added a fixed obligation to its pension 
plan and yet can help and encourage its 
staff to save for their own future. 

And what field will our benefit pro- 
gram move into next? Only continu- 
ous review of its philosophy and prac- 
tice will tell that. One point is certain, 


however, that no company’s benefit plan 
can afford to be static. 


AAA 


IN THE NAME OF SECURITY 


The stepped up taxes are being col- 
lected in the name of Old Age Survivors 
and Disability Insurance — so-called 
Social Security. This 1958 alteration in 
the law was the fifth since 1950, and it 
brings the tax to just double the rate 
only ten years ago. What is more, in 
1950 the tax was levied on only the first 
$3,000 of income. 


Congress has seen fit — in each elec- 
tion year — to ease eligibility require- 
ments and benefits. In other words, 
spread the coverage, which is up 400% 
in the last decade. Because of this ex- 
pansion program, such taxes are slated 
to go up in 1963, 1966 and again in 
1969. By 1969 every worker earning 
$4,800 or more will be paying $216 a 
year, and his employer will pay a like 
amount. There is every indication, how- 
ever, that by the time the end of this 
decade rolls around, the idea of only 
$432 a year in payroll taxes will be re- 
garded with the same amusement as we 
now regard the reference to the nickel 
cup of coffee or the 15¢ sandwich. 

AverRY C. HAND, JR., first vice president, at the 


annual meeting of First National Bank, Mans- 
field, Ohio. 
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TRUST PERSONNEL CHANGE; 


(Five stars signify promotion of trustman to senior or executive vice president or president, or election to board of directors) 


ARIZONA 


PHOENIX—Harold E. Thumma named trust officer and 
Eugene E. Keller tax officer in the trust department of 
First NATIONAL BANK OF ARIZONA. 


CALIFORNIA 


LOS ANGELES—Taylor F. Mullens, vice president and man- 
ager of the trust department of SEcuRITY First NATIONAL 
BANK since 1949, assigned new responsibilities in general 
administration of the bank but will continue as senior ad- 
visor in the trust department. Edwin H. Corbin named vice 
president and manager of the trust department, which he 
joined in 1958 after many years with the bank. Donald L. 
Curry elected asst. trust officer. At Westwood Village branch, 
C. Gordon Swanson was made asst. trust officer. 


SAN FRANCISCO—BANK oF AMERICA promoted Roland T. 
Duncan to senior vice president. In the new position of ad- 
ministrative officer for business relationships, Duncan (with 
the Bank since 1924) will direct and coordinate on a state- 
wide and national basis the business development, public 
relations, corporation and bank relations, advertising and 
publicity activities of the Bank. 

Russell J. Clark has been named trust officer and will be 
associated with the business development activities of the 
trust department. Clark had been a senior officer in the trust 
department of MARINE NATIONAL EXCHANGE BANK, Mil- 
waukee, with which he was associated since 1930. He is a 
member of the American Bankers Association’s Committee 
on Common Trust Funds and of Wisconsin Bankers Associa- 
tion’s Trust Committee. 


SAN FRANCISCO—At WELLS FarGco BANK AMERICAN 
Trust Co. Robert R. Kirkpatrick and Hasell L. Henderson 
named asst. trust officers in addition to assistant secretaries. 


UPLANDS—E. D. Clapp joined First NATIONAL BANK OF 
ONTARIO as trust officer. Clapp was vice president and trust 
offeer at SAN DiEco Trust & SAVINGS BANK until retire- 
ment in December, 1957. 


CONNECTICUT 


NEW HAVEN—At UNION & NEW HAVEN TrustT Co., Henry 
H. Pierce, Jr., Bank Commissioner of the State of Connecti- 
cut since 1955, elected to the newly created post of executive 
vice president. The former Commissioner will begin his new 
duties as third-ranking officer of the bank about August 1. 
Harold F. Kneen, former president of Safety Industries, Inc. 
was elected a vice president and will work on business devel- 
opment and customer relations programs. 


STAMFORD—George R. Reid advanced to associate trust 
officer of FAIRFIELD CouNTy Trust Co. A registered public 
accountant, Reid was associated with a law firm in New 
Canaan prior to joining Fairfield County Trust a year ago. 
Reid is a graduate of Army Finance School and Wake Forest 
College. 





oa 


K. D. CLEVELAND 
Albany, Ga. 


JAMES R. SARTOR, JR. 
Albany, Ga. 


RUSSELL J. CLARK 
San Francisco 
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WATERBURY—James W. Cheatham appointed ass. trust 
officer of WATERBURY NATIONAL BANK. 


DELAWARE 


WILMINGTON—Hugh A. George, II, a trust inv: stment | 


officer of BANK OF DELAWARE, elected asst. vice president; J, 


Preston McCarthy and George A. Reece promoted to the 
new position of senior trust officers. Samuel H. Carothers re. | 


tired as asst. trust officer. 


George attended the G.I. University, Biarritz, France, ang | 





= 2 : 4 & \  % cf 
HuGH A. GEORGE, IT J. PRESTON MCCARTHY GEORGE A. REECE 


the Sorbonne in Paris. He received a B.A. degree from Dela. 
ware and an M.A. from Pennsylvania. McCarthy attended 
Xavier (Cincinnati) and U. of Minnesota. Reece majored in 
accounting at Wharton School. All three are graduates of the 
Stonier School of Banking at Rutgers. 


FLORIDA 


DAYTONA BEACH—William A. Solien has resigned as vice 
president and trust officer of COMMERCIAL BANK, his duties 
being temporarily taken over by A. C. Beckert, acting trust 
officer. 

ORLANDO—First NATIONAL BANK appointed Harold E£. 
Schoonmaker as trust officer. Schoonmaker comes from Ken- 
nett Square, Pennsylvania, where he served at NATIONAL 
BANK & Trust Co. as trust officer. His career includes serv- 
ice with State Bank of Albany, N. Y. and National City 
Bank of Troy, N. Y., as well as Assistant Bank Examine 
with the Federal Reserve Bank of Philadelphia. 


ST. PETERSBURG—Howard L. Corbett named asst. trust 
officer of CITIZENS NATIONAL BANK. A graduate of Cleary 


College, Corbett comes from MANUFACTURERS NATIONAL BANK | 


of Detroit where he specialized in securities administration. 


GEORGIA 


ALBAN Y—CITIZENS & SOUTHERN BANK added two major 
officials to its expanded trust department: James R. Sartor, 
Jr., first vice president and King D. Cleveland, vice president 
and trust officer. Sartor, now vice president of CITIZENs & 
SOUTHERN NATIONAL in Augusta, is a graduate of Vanderbilt 
U. and School of Banking of the South at L.S.U. Cleveland, 
now trust officer of CITIZENS & SOUTHERN NATIONAL in At 
lanta, is a graduate of U. of Georgia. 


ILLINOIS 


CHICAGO—First NATIONAL BANK elected John R. Magill 
Jr. an asst. vice president in addition to trust officer; Howard 
E. Hallengren, asst. trust officer; and William F. Schindler 
assistant secretary in the trust department. 
CHICAGO—Stanley H. Richards named trust officer of SEARS 
BANK & Trust Co. Formerly a practicing attorney, Richard 
is a graduate of Harvard College and Law School. 

MT. VERNON—Marvin Powers, president of SECURITY 
BANK, named trust officer of its newly opened trust depart 
ment; and Harold J. Howard II, asst. trust officer. 
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J. BRYSON AIRD 
New York 


JOHN C. WILMERDING 
New York 


ARTHUR F. HENNING 
New York 


STREATOR—At STREATOR NATIONAL BANK Edgar J. Bundy 
is trust officer, and Fred A. Bromage asst. trust officer. 


MARYLAND 


HYATTSVILLE—Svusursan Trust Co. elected Thomas S. 
Lawson a trust officer. Since 1956 Lawson had served as 
asst, trust officer and assistant secretary of UNION TRUST 
Co., Washigton, D. C. 


MASSACHUSETTS 


BOSTON—Elected asst. trust officers at Boston SAFE DE- 
posit & TRUST Co. were Robert W. Laird, Burton S. Mosher 
and Robert H. Davenport, Jr. 


SPRINGFIELD—Viola F. Hogan named asst. trust officer 
at VALLEY NATIONAL BANK. Miss Hogan has been with the 
bank since 1928. 


MINNESOTA 


MINNEAPOLIS—Robert J. Gillette appointed a trust officer 
of MARQUETTE NATIONAL BANK. Before joining the bank 
Gillette was assistant bank examiner for the Ninth Federal 
Reserve District. 


NEW JERSEY 


NEWARK—Philip L. Azoy named trust officer of NATIONAL 
StaTE BANK. He previously was trust officer and assistant 
secretary of TRUST COMPANY OF MorRIS COUNTY, Mooristown. 


TRENTON—Harold J. Johnson promoted to trust officer at 
First TRENTON NATIONAL BANK. 


NEW YORK 


SARATOGA SPRINGS—Douglas H. Williams, former 
cashier and trust officer of Saratoga National Bank which 
merged recently with STATE BANK OF ALBANY, named as- 
sistant vice president. 

BUFFALO—At MarINE TRUST Co. OF WESTERN NEW YORK, 
Carlton W. Fechnay, Justus G. Holzman, Paul K. Wustrack 
and David A. Donaldson promoted to senior trust officers; 
Rudolph W. Grahau to corporate trust officer. Fechnay and 
Holzman have been asst. vice presidents since 1950; Wustrack 
is in Niagara Falls office; and Donaldson has been a trust 
officer since 1948. 


NEW YORK—John C. Wilmerding joined BANKERS TRUST 
Co. as trust officer where he will be associated with the 
business development division of the trust department. Wil- 
merding was previously with American Viscose Corp. 


NEW YORK—J. Bryson Aird became head of the agency 
administration division of CHASE MANHATTAN BANK, which 
division encompasses stock transfer, registration and cor- 
porate agency administration. Arthur F. Henning, who has 
been Mr. Aird’s assistant, will succeed him as head of the 
Corporate trust division. Both are vice presidents. 


Herdic WV. King advanced to asst. vice president; Raymond 
J, Limbach and Herbert E. Tucker to assistant treasurers, all 
in the trust department. 


POUGHK EEPSIE—Paul J. Miller named vice president and 
trust officer of First NATIONAL BANK. 


June 1969 











R. H. EDINGER 
Syracuse 


H. W. KING 
New York 


JOHN S. HANCOCK 
Syracuse 


SYRACUSE—First Trust & Deposit Co. named Robert H. 
Edinger and John §S. Hancock vice presidents and trust 
officers. Edinger, a graduate of the Stonier Graduate School 
of Banking, has been with First Trust since 1924; Hancock 
since 1955. 


OHIO 


CLEVELAND—Ronald D. Glosser promoted to trust invest- 
ment officer at CLEVELAND Trust Co, Glosser joined the Trust 
Co. in 1957. Two years before he graduated from Ohio 
Weslyan with a B.A. in business administration. 


PENNSYLVANIA 


LANCASTER—Lyman G. Sener, Jr., recently joined FULTON 
NATIONAL BANK as trust officer, and will devote his time to 
estate planning. He was formerly trust officer of BOARDWALK 
NATIONAL BANK of Atlantic City, N. J. 


NORRISTOWN—lIrvin W. R. Swavely elected estate plan- 
ning officer and asst. trust officer at MONTGOMERY BANK & 
TRUST Co. 

PITTSBURGH—Frederic W. Burr advanced to assistant 
secretary in the trust department, MELLON NATIONAL BANK 
& Trust Co. 


SOUTH CAROLINA 
CHARLESTON—Lawrence W. Barrett, vice president and 
trust officer of CITIZENS & SOUTHERN NATIONAL BANK OF 
SOUTH CAROLINA, retired after being with the bank since 
1920. He is a graduate of Massachusetts Institute of Tech- 
nology. 





kkk 


FORT WORTH 
—Floyd O. Shel- 
ton, vice presi- 
dent and senior 
trust officer, ap- 
pointed a member 
of the executive 
committee of Fort 
WorTH NATIONAL 
BANK. Shelton 
joined the bank 
in 1925, training in various departments. During the last 
two years he has lectured on trust work at Southwestern 
Graduate School of Banking. : 

O. Roy Stevenson, vice president and trust officer, also 
appointed a member of the Trust Committee. Concurrently 
Stevenson was transferred from the trust to commercial 
banking department in which he assumes loan, administra- 
tive and operational responsibilities. He will continue to 
serve as the bank’s investment officer, and in an advisory 
capacity to the trust department. 





FLOYD O. SHELTON O. Roy STEVENSON 





LUBBOCK—E. H. Elliott promoted to vice president and 
trust officer at LuspBock NATIONAL BANK; David A. Collier 
named asst. cashier and asst. trust officer. 


MARSHALL—T. J. Chatham named asst. trust officer of 
MARSHALL NATIONAL BANK. 
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WEST VIRGINIA 


BECKLEY—Thomas R. Wilson, Jr., became trust officer at 
BECKLEY NATIONAL BANK. A. D. Cooke will relinquish the 
position of trust officer but will remain as assistant cashier 


and asst. trust officer. 


WISCONSIN 


PORTAGE—R. O. Weisman elected a trust officer of CITY 
BANK. He is a 1959 graduate of U. of Wisconsin Law School. 


ENGLAND 


LONDON—Miss Noreen Gibbons named assistant legal ad- 
viser at the chief office of LLoypDS BANK’s executor and trus- 
tee department on Threadneedle Street. Miss Gibbons grad- 
uated with law honors from U. of Birmingham and has been 


with the Bank since 1949. 





Office of Raymond R. Todd, vice president and trust 
Capital National Bank, Austin, Tex., part of recently complete) 
new and larger Trust Department offices on fourth floo 
Bank Building. New area includes five private offices, two confer. 


ence rooms, a library, fireproof vault for all records and files, anj 
a sound-proof bookkeeping machine room. 











EXECUTIVE PLACEMENT 








Individuals seeking positions in trust 
departments may have free listing 
(maximum seven lines). Responses 
to listings should be addressed to the 
Code number shown, care of “Trusts 
and Estates,” for forwarding. 


Trust position wanted — see adver- 
tisement S-66-2 


Position as vice president of estate 
planning in bank with at least $250 mil- 
lion trust department desired by officer of 
a much larger trust company. Lawyer, 
under 50, proven ability in all phases of 





WE NEED TRUST MEN 


for positions in various sections of the 
country. In absolute confidence write to: 


BANK PERSONNEL CLEARING HOUSE 
503 N. Washington 
Naperville, Ill. 








TRUSTMAN AVAILABLE 
TO HEAD DEPARTMENT 


Officer of one of country’s leading multi- 
billion dollar trust companies desires 
opportunity to head trust department of 
progressive, growing bank. Trained in law 
and experienced in all phases of the trust 
business. Middle age, good health, fine 
family. Twenty Thousand Dollar range. 

Box S-66-1, Trusts and Estates 

50 East 42nd St., New York 17 








TRUST POSITION 
WANTED 


Broad experience in Management; 16 
years in Estate and Business Planning; ex- 
cellent educational background, married, 
age 45. 


Box S-66-2, Trusts and Estates 
50 East 42nd St., New York 17 
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trust work. More than modest five-figure 
salary required. 66-4 

Trust operations officer, 39, fourteen 
years banking experience, 8 years in 
trusts, all phases. Recent graduate, 
Stonier Graduate School of Banking, 
seeks position with career potential in 
New York or Philadelphia area. 66-5 


Former trustman, 38, graduate of 
Stonier School of Banking, 4 years ex- 
perience in operation and administration 
of small trust department, desires posi- 
tion in small or medium sized trust de- 
partment. Prefers South, Midwest or 
Southwest. 66-6 


Trustman with broad background in 
public relations interested in interim ap- 
pointment as the principal consideration 
selection and training of a successor. 66-7 


Man 29, A.B. Econ., 5 yrs. commercial 
banking, AIB courses, seeks South Caro- 
lina, North Carolina, Virginia place 
looking to trust new business. 65-1 

Trust officer-attorney from far west 
wishes to relocate in east or mid-west. 
Experienced in administration, taxation 
and estate planning. Seeking position in 
medium sized trust department. 65-2 

Former assistant trust officer, attor- 
ney, age 33, 5 years estate planning and 
administrative experience in both large 
and small trust departments. Member 
Michigan and Pennsylvania bars. Seeks 
position with opportunity in any size 
trust department. 65-4 

Young man, 30, married, A.B., LL.B., 
over 6 years trust administration expe- 
rience, some tax work. Desires position 
in growing Trust Department, anywhere 
for proper salary but prefers South. 
Military obligation satisfied. 65-5 


A A # 
IN MEMORIAM 
Denver, Colo. — C. EDGAR KETTERING, 


executive vice president in charge of the 
trust department of First NATIONAL 
BANK, and former Denver county judge. 

Utica, N. Y. — John D. Thomson, vice 
president and trust officer, ONEIDA Na- 
TIONAL BANK & TrRusT Co. 


—— 


MERGERS, NEW TRUST 
DEPARTMENTS 


St. Petersburg, Fla. — GULF Bracg 
BANK has changed its name to Gur 
BEACH BANK & TRUST Co. and opened g 
trust department under the direction of 
H. S. Bayard, trust officer, who is alsy 
board chairman. 

Zion, Ill. — A new trust department 
has been opened by ZION STATE BAnx 
with Doyle M. Weathers as trust officer, 

Portland, Thomaston & Bath, Me. — 
First NATIONAL BANK of Portland has 
merged with THOMASTON NATIONAL 





TRUST OFFICER 


. to manage newly established Trust 
Department in a rapidly growing New 
England bank that has a large Trust De 
partment potential. Real challenge for 
aggressive young man to build own depart- 
ment and grow with it! Please send re 
sume immediately. All replies kept strictly 
confidential. 

Box H-66-3, Trusts and Estates 
50 East 42nd St., New York 17 








TRUST EXECUTIVE 


Experienced Trust Officer about 45, sought 
by modern bank in Central Pennsylvania 
to administer and expand established Trust 
Department. 


Box H-65-7, Trusts and Estates 
50 East 42nd St., New York 17 








TRUST INVESTMENT 
ADMINISTRATOR 


Substantial midwestern bank offers an ex 
cellent long range career to a man to 
handle portfolios for a group of agency, 
pension, and trust accounts. While no re 
search work is involved, a well «qualified 
candidate will have had good research 
training plus the type of person=!ity that 
holds the confidence of customers. Salary 
$8,000-$12,000 to start. Age 30-45. Please 
send detailed resume, which wi!) be held 
in strict confidence. 

Box H-66-8, Trusts and Esta’ 

50 East 42nd St., New York 
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BANK and First NATIONAL BANK of 
Bath. Hubert H. Houck has become presi- 
dent on retirement of Chester G. Abbott. 

Gordon, Neb. — First NATIONAL BANK 
has been granted trust powers. 


Charlotte, N. C. — Stockholders of 
COMMERCIAL BANK and SE- 
NATIONAL BANK, Greensboro, 
voted to merge the institutions under the 
NorRTH CAROLINA NATIONAL 
M. Vanstory, Jr., president of 
will become chairman, while 


Commercial, will remain as president. 

Lorain, Ohio — CENTRAL BANK Co. 
has established a trust department and 
named George A. Lanzendorfer trust of- 
ficer in addition to his present title of 
vice president in charge of the credit 
department. 


Mt. Penn & Reading, Pa. — Share- 
holders of MT. PENN TRUST Co. and 
BERKS COUNTY TRUST Co. approved 
merger, thereby making Mt. Penn the 


ninth office of Berks County Trust. Paul 
S. Reinsel, president of Mt. Penn, will 
be senior vice president, treasurer and 
manager of this office; Willard J. Miller 
will become senior trust officer; Robert 
F. Schock, asst. trust officer of Berks 
County; Carl Wittich has been named 
chairman of the finance and trust ad- 
visory committee of the Mt. Penn office. 


Complete Trust 
Services 
In Western 
Virginia 
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FIDUCIARIES ELECT 


Trust Division, California Bankers As- 


sociation: 

Chairman: B. M. Randall, vice presi- 
dent and senior trust officer, United 
States National Bank, San Diego 





B. M. RANDALL 

First V-Ch.: 
trust officer, 
Francisco 

Second V-Ch.: Miles Flint, vice presi- 
dent and senior trust officer, Citizens Na- 
tional Bank, Los Angeles 
Trust Division 
sociation: 

Vice Pres.: Frank Y. Larkin, vice 
president, Putnam Trust Co., Greenwich 
Trust Division, 
tion: 


J. Boatner Chamberlain, 
Pacific National Bank, San 


, Connecticut Bankers As- 


Illinois Bankers Associa- 


President: Fletcher Ransom, vice presi- 
dent and trust officer, Citizens National 
Bank of Decatur 

Vice Pres.: Clair W. Furlong, vice 
president, Continental Illinois National 
Bank & Trust Co., Chicago 

Secretary: A. T. Etcheson, 
Bankers Association, 188 W. 
Street, Chicago 1 


Indianapolis Corporate Fiduciaries 
sociation: 


Illinois 
Randolph 


As- 


President: William J. Tillett, trust of- 
ficer, American-Fletcher National Bank 
& Trust Co. 


Vice Pres.: Howard E. McKinley, 
trust officer, Merchants National Bank 
& Trust Co. 


Sec.-Treas.: 
officer, 


Robert E. Fulwider, 
Indiana National Bank 


trust 


Corporate Fiduciaries 


Boston: 


Association of 


President: Harry W. Anderson, vice 
president, Merchants National Bank 

Vice Pres.: Richard H. Hayden, trust 
officer, National Shawmut Bank 

Secretary: Hewitt Morgan, Jr., as- 
sistant trust officer, State Street Bank 
& Trust Co. 

Treasurer: Allister R. MacKay, 
president, Old Colony Trust Co. 


vice 


Trust Committee, Nevada Bankers Asso- 
ciation: 

Chairman: George W. 
president and trust ofiicer, 
tional Bank, Reno 


Belcher, vice 
Security Na- 


Association of Trust Men, Group One, 
Trust Division, New York State Bankers 


Association: 


Chairman: G. P. Murch, vice presi- 


cent, Manufacturers & Traders Trust 
Co., Buffalo 
V-Ch.: Francis B. Grow, trust offi- 


cer, Marine Trust Company of Western 
New York, Lockport 


Sec.-Tr.: Claude F. Schucter, vice 
president, Manufacturers & Traders 
Trust Co., Buffalo 


Trust Companies’ Association of Oregon: 
President: Marvin T. Landers, as- 
sistant trust officer, Portland Trust Bank 
Vice Pres.: A. C. Finke, trust officer, 
First National Bank of Oregon 


Sec.-Tr.: Fred M. Jory, assistant trust 
officer, Bank of California National 


Association, Portland 





Missouri. 


from other states to Missouri. 





First Choice for Trust Service 
in Missouri 


The St. Louis Union Trust Company engages only in the trust busi- 
ness. It does no banking business. It accepts no deposits subject to 
check. It is the largest stockholder of the First National Bank in 
St. Louis, with which it is affiliated. It is the oldest trust company in 


We suggest consideration of our Company for ancilliary service in 
Missouri or where recommendations are to be made to people moving 


“Trust Service Exclusively” 


St. Louis Union Trust Company 
ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 




















OUTSTANDING — 


in Trust Work 
as in Banking — 
in 


TIDEWATER VIRGINIA 





NATIONAL BANK 
OF COMMERCE 


Norfolk 


Virginia 











Trust Department 
is yours 


The next best thing to having 
your own Trust Department in 
Pennsylvania is to call upon 
ours. We're familiar with trust 
and estate problems peculiar 
to the Keystone State. Our 
experience can save you time, 
money and research. 


PROVIDENT 
TRADESMENS 


Bank and Trust Company 


Seventeenth and Chestnut Streets 
Philadelphia 3 
LOcust 4-3000 
Ask for Miss Meldrum — Ext. 8182 
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ECONOMICS FOR BANKERS 
(Continued from page 543) 


and booklets. One virile talk to a civic 
club or community group brings invita- 
tions for appearances elsewhere, and 
popularity grows geometrically. 

I know of one banker who is neither 
sponsored nor actively encouraged by 
his organization and who has never 
sought a speaking engagement, but who 
has made nearly 200 appearances includ- 
ing radio and TV during the past four 
years: and I would say that he is a 
very ordinary chap. 

A fascinating household hobby can 
develop from alerting all members of the 
family to the opportunities for spread- 
ing economic intelligence deftly and un- 
obtrusively in casual conversation with 
both friends and strangers. Reports on 
conquests provide interesting family dis- 
cussions. 

Policy-making bankers should make it 
explicit that public economic education 
is a specific bank responsibility. Execu- 
tion of the policy should include: (1) 
training and encouragement of staff, (2) 
public contact, and (3) assistance to 
helpful organizations. 


Staff training should include fre- 
quent orientation meetings of effective 
reading-rack material, recognition of 
AIB accomplishment, and enrollment of 
officers in appropriate banking schools. 
Because its impact is often overlooked, 
some special comment should be made 
about the use of employee reading-racks 
for which inexpensive but extremely ar- 
ticulate booklets can be distributed. At- 
tractively and_ effectively illustrated, 
these little booklets present the stories 
of economic realism in poignant style 
under such titles as: “Who Profits from 
Profits?”, “The Meaning of Profits,” 
“Your Guide to Everyday Economics,” 
“Business and Politics Do Mix,” “You’re 
in Politics .. . Whether You Like It Or 
Not.” “How Uncle Sam Spends Your 
Money.” “Jobs are Made . . . Not Born,” 
“What You Can Do To Stop Inflation,” 
and “Capitalism Our Children’s 
Heritage,” not to mention the ABA 
pamphlets, “You. Money, and Prosper- 
ity,” and “A Banker Discusses Inflation, 
Credit Control, Interest Rates.” 


How to Cope with COPE 


The program to reach the general 
public should include both personal con- 
tact and publications. Personal contact 
should include providing a speaker for 
every organization that wants to listen 
and the development of cordial relation- 
ships with schools. 


Not every bank has the staff or th. 
facilities to produce its own news letter. 


but smaller banks can often gain permis. | 
sion to overprint their identification op | 


major bank publications such as th 


First National City Bank Monthly Letter. | 
and the ABA’s Committee for Economi, | 


Growth Without Inflation is now prodye. 


ing booklet and teaflet material highly | 
desirable for individual bank distriby. | 


tion. 


The majority of bank employees ar 
women: and a strong women’s organiza. 
tion is highly effective. Speaking of the 
fair sex, the AFL-CIO Committee op 
Political Education declares, “They are 
instinctively good at the game of mak. 
ing friends and influencing _ people 
COPE can double and redouble its effec. 
tiveness by encouraging women to par. 
ticipate.” COPE knows what it is talk. 
ing about. The New York Bankers As 
sociation appointed a Women’s Con. 
mittee on Public Information in the 
fall of 1957. During its first year, this 
committee contacted 3.363 clubs and 
civic groups, delivered 213 speeches and 
had a speaking engagement backlog of 
68 addresses, and appeared on 51 radio 
or television programs! True, the com- 
mittee devoted little time to economic 
policy formulation; but its amazing firs 
year performance underscored the 
women’s ability to mobilize a program, 


Authority to 
should be assigned to a_ responsible 


operate a program 
senior officer accountable to the Pres 
dent for execution of the bank’s policy 
objective. 

Scores of Committees, Councils, [n- 
stitutes, and associations are soliciting 


funds for support of public information | 


campaigns, and the average bank’s mail 
is so filled with these appeals that it has 
become almost routine to drop them in 
the waste basket as soon as the plea is 
recognized. Meanwhile, a few of these 
organizations are so efficient and effec: 
tive that a dollar invested therein yields 
huge dividends and results which the 
bank itself could never hope to achieve. 

Though currently the least developed, 
state bankers associations should be the 
most important organizational unit. To 
recognize their potential, each should 
organize a committee to lead the public 
economic education program. The com 
mittee should (1) distribute original 
speeches, radio scripts, press releases. 
leaflets, and newsletters to member 
banks, (2) utilize materials provided by 
the ABA Committee for [:conomle 
Growth Without Inflation, (3) 
active support from member banks ™ 
the establishment of speakers bureaus. 


enlist 
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(4) a-sure banker participation in 
Chamber of Commerce, Joint Council 
on Economic Education, and other pro- 
grams, (5) secure and consolidate re- 
ports from participants in the program, 
(6) define objective quotas of achieve- 
ment for non-committee participants and 
make suitable awards to individual 
banks and bankers fulfilling quotas, (7) 
report successful programs to ABA head- 
quarters for communication to all state 
organizations, and (8) recommend sup- 
port to those regional schools cooperat- 
ing in the training of men to develop 
the program. 


Needed — A New Image 


The caricature of the 
banker is still the bloated capitalist 
stubbornly clinging to turn-of-the-cen- 
tury outlook, negatively expressing him- 
self in unintelligible technical and not 
at all interesting terms. Banking needs 
representatives of that type like General 
Custer needed more Indians. 


cartoonists 


Bankers can do much for their own 
public relations betterment as well as for 
economic enlightenment by approaching 
problems in a lighter and simpler vein. 
For example, a technical rebuttal to the 
charge that labor has been cheated be- 
cause wages have declined as a percent- 
age of unit cost and price, would fall on 
deaf if not hostile ears because such 
analysis requires elucidation of far too 
much technical data for popular con- 
sumption. On the other hand, the decline 
of direct labor cost as a percentage of 
production cost can be easily identified 
as the story of civilization. Take the case 
of killing weeds. When the weeds are 
pulled by hand, 100% of the cost is 
labor cost; but the unit cost is high 
and the wage is low. Give the workman 
a hoe to use, and labor is no longer 
100% of the cost; but wages go up and 
unit costs decline. Employ the workman 
to operate a_ tractor-driven chemical 
spray unit, and though wages increase 
by 1,000, labor declines to perhaps 
\% of unit cost; but the workman 
achieves a high standard of living. 


For some reason, industry has muffed 
this whole argument. It may be a good 
job for the “new image” banker. 


Look at the headlines, and you realize 
that the most captivating topic of the 
day is the contest for achieving superior- 
ity in outer space; but the most im- 
portant contest is achieving superiority 
of inner-motivated ambition and enter- 
prise. At the Oregon Centennial Banquet 
last year, Vice President Nixon observed 
that free men can always out-produce 
slaves — but only if the free men work. 


June 1960 





Combatting economic superstition and 
error has all the suspense, wits-match- 
ing, and excitement one can ask. 
Stakes are high, competition is skilled, 
and luck is never a factor. Happily the 
contest is better as a participation sport 
than as a spectator sport. For the bank- 
er, his present underdog position yields 
a special satisfaction in achievement. 

Achieving a high order of economic 
enlightenment in your country is the 
great crusade of this decade. A strong 
economy is as important to national de- 
fense as a strong military. Bankers 
should lead in this crusade. 

The American Bankers Association 
has accepted the challenge. Its Com- 
mittee for Economic Growth Without in- 
flation will contribute mightily to the 
program; but it has no inter-continental 
ballistics missiles, no atomic warheads, 
no secret weapons. This is a struggle of 
hand-to-hand combat, America won her 
independence with a volunteer militia 
which excelled at that kind of fighting. 
America will retain her independence 
with that type of volunteer. 


A A A 
MDRT NOTES 


(Continued from page 516) 


come the basic point of our sales 
approach.” 
The successful young business or 


professional man aged 28 to 38 doesn’t 
really believe he will die prematurely 
nor does he think he will need to rely 
solely on the annuity values in his life 
policies for retirement but he can be 
shown the value of life insurance as a 
vehicle to accumulate venture capital. 
asserted William M. Shelton, Jr.,. CLU, 
New England Life, Los Angeles, 
session on basic sales patterns. 
“If he is honest with himself he will 
admit that he must have some type of 
enforced savings plan if he is to have 
money to invest three or five or ten 
from said Mr. Shelton. 
Taking as an illustration a 33-year-old 
man, he said: “Let him assume he will 
not need insurance for more than 10, 
15 or 20 years. In his mind’s eye, let 
him drop the insurance at the end of, 
say, 10 years. He can see (with an an- 
nual premium of $4,428) $40,926 10 
years from now. He can see from $195,- 
963 to $154,914 more protection for his 
family than he would have while sav- 
ing the same amount of money in an- 
other depository (at 3° compound in- 
terest he will pay less than $100 a 
month for this protection. When and 
if he finds an outstanding investment 


at the 


years now,” 
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ONE OF NEW YORK’S 
FINER HOTELS 


On the city’s most famous 
thoroughfare, 5th Avenue in 
exclusive Washington Square. 
Spacious single rooms from $9. 
daily. With air-conditioning from 
$12. Lavish 2 and 3 room apart- 
ments with serving pantries. 
Television available. 


SPECIAL RATES 
on a monthly 
basis. Additional / 
substantial 
savings, on 
unfurnished and 
furnished 
apartments 

on lease. 





Write for descriptive brochure 
N. Scheinman, Managing Director 





_24 FIFTH AVENUE at 9th STREET 
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and needs venture capital, he can bor- 
row the guaranteed cash value and pay 
5%¢ interest. With this philosophy, he 
will buy the insurance his family needs 
and pay the full premium.” 

Owner-managers of small and me- 
dium-sized closely held corporations are 
surprisingly unaware of the tax savings 
advantages to themselves in setting up 
a qualified pension plan, said J. Hawley 
Wilson, Jr.. Massachusetts Mutual Life, 
Oklahoma City. He went on: 

“My experience in pension plans runs 
in the category of 10 to 25 participanis, 
usually only salaried personnel, on the 
split funded approach. Many employers 
do not realize a qualified plan may be 
approved for just salaried employees. 
Split funding is a compromise between 
an insured and the trusteed approach. 
If I find the corporation to be in an ex- 
cellent cash position, or in a situation 
where other corporate trusteed_retire- 
ment funds are involved, I will always 
advise the medium of split funding. | 
have found the common trust funds of 
banks and trade associations to be very 
attractive for the so-called “conversion 
fund” in this type of approach.” 

Illustrating what he called one of the 
best approaches to convince the stock- 
holder executive to take affirmative ac- 





FIRMLY 
FOUNDED... 


..: in the heart of Paul 
Revere-land (Middlesex 
County). Complete bank- 
ing and trust services, 
including personal and 
probate fiduciary services 
and investment agency 
and custodian accounts. 


HARVARD 
TRUST 
COMPANY 


Main office: CAMBRIDGE 38, MASS. 


Branches in 
Arlington e Belmont e Concord « Littleton 


MEMBER FEDERAL DEPOSIT INSURANCE CORP. 
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FOUR ALTERATIVES IN ALLOCATING 
$10,000 FOR STOCKHOLDER EMPLOYEES* 


Treasury 


Ap; coved 
Ret ement 

Dividend Surplus Bonus flan 
Net after corporate tax $4,800 $4,800 $10,000 $1.!,000 
Net after personal tax $2,400 $3,600 $ 5,000 $ 35,000 
Benefit to other employees none none none $ 5,000 
Spendable income to stockholders $2,400 $3.600* $ 5,000 $ 3,750+ 


*Assumptions: 52% corporate tax; 50% personal tax; 100% stockholder eniployee 


owned. 


+Net after 25% long term capital gains tax if $5,000 drawn down in lump 


retirement. 


suM at 





tion for a qualified retirement plan, Mr. 
Wilson referred to the accompanying 
exhibit which he uses with stockholder 
employees to dramatize the “fantastic 
financial advantages” to them. In expla- 
nation of the figures, he pointed out that 
no matter what tax bracket the prospect 
enjoys. he will still have an attractive 
“net after tax” result through the Treas- 
ury approved pension plan. 

If he chooses the dividend approach 
for the $10,000 of profits allocated to 
him, corporate and personal income tax, 
will leave him with only $2,400 spend- 
able income. If the profits are credited 
to surplus, and the stockholder elects to 
personally realize these profits, he may 
later sell the equivalent of $4,800 stock, 
thereby netting $3.600 spendable in- 
come after capital gains tax. If the bonus 
device (a most popular one in closely 
held corporations) is approved by In- 
ternal Revenue, the payments are de- 
ductible but the stockholder again has 
his 50° personal tax shrinkage there- 
fore realizing only $5,000 spendable in- 
come. Here again, as in the first two 
situations, nothing has been done to 
compensate the valued permanent em- 
ployee and at the same time, Internal 
Revenue may some day insist these funds 
be taken as dividend income, because 
surplus is considered to be unreason- 
ably high. 

On the other hand, the Treasury ap- 
proved retirement plan can very well 
effect the stockholder’s greatest return 
from the $10,000 of profits. The full 
amount is deductible for corporate tax 
purposes, and the participants are not 
subject to personal income tax at the 
time of deposit. In addition the earn- 
ings on the invested funds are tax ex- 
empt, as is the death benefit. Since it is 
not uncommon, according to Mr. Wil- 
son, for stockholders of closely held 
corporations to participate in half or 
more of the total pension plan cost, the 
exhibit indicates $5,000 “Net after per- 
sonal tax” for the stockholder’s credit 
in the plan. The otherwise five thousand 
tax dollars are preserved to credit the 


accounts of the permanent employees jy 
the pension trust plan. This, the speaker 


remarked, obviously leaves no question | 
as to the most favorable device for the | 


stockholder to realize the $10,000 prof. 
its from the corporation. 


Business Insurance Patterns 

The next day’s session was devoted 
in the main to talks on business insur. 
ance sales patterns, followed by con. 
current workshop sessions conducted }y 
the day’s speakers. | 

Charles B. McCaffrey. leciurer at the 
Wharton School of Finance and Com. 
merce of the University of Pennsylvania 
and special consultant to Provident Mu. 
tual Life, presented in detail three tested 
business insurance procedures. One in- 
volved the cure for the use of splitdolla 
plans in states that prohibit the making 
of loans by corporations to officers and 
directors. A method of avoiding. this 
trouble is ownership as tenants-in-com: 
mon, with the corporation and the ex- 
ecutives owning the policy as they might 
a stock certificate. Each would pay its 
or his share of the purchase price. 

During the lifetime of the insured 
executive, either 
would be permitted to exercise the in 


tenant - in - common 


cidents of ownership pertaining to it 
or his segment of the tenancy. The cor 
poration could borrow upon or sur 
render for the cash value. The execu: 
tive could change the beneficiary or the 
amount-at-risk portion. On the death o! 
the insured executive, his designate 
beneficiary would receive the me! 
amount at risk and the corporatio! 
would collect the difference, i.e., the 
cash value. 

Alternatively, a cooperative employ: 
er-employee benefit trust might be s¢ 
up, said Mr. McCaffrey. This arrange 
ment is made up of a revocable two 
donor trust. Donor I is the employer 
corporation. Donor II is the executive 
employee. The corpus of the trust 15 4 
life insurance policy on the life of the 
executive-employee. All incidents af 
ownership are held by the trustee. The 
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trustee i» sole beneficiary of the policy. 
Donor | contributes to the trust each 
:mount equal to the annual in- 


year an 

crease in the cash value of the policy. 

Donor contributes the difference ne- 

cessary {0 make up the annual premium. 
The other two procedures described 

by Mr. McCaffrey dealt with the use 


of corporate funds to pay estate taxes 
for the owner of and the use of de- 
ferred compensation plans. 

Opening a business insurance inter- 
view with discussion of a buy-sell agree- 
ment may invite trouble, said Joseph N. 
Desmon. CLU, Continental Assurance, 
Buffalo, N. Y. The initial presentation 
should be solely on the basis of key- 
man indemnification — the need for 
life insurance to protect the corporation 
in the event of the death of either of 
the principal stockholders — because 
each stockholder honestly believes that 
invaluable to the corporation. 
After developing interest in this man- 
ner. Mr. Desmon observed, “we can 
then proceed to the discussion of buy 
and sell agreements, deferred compen- 
sation, salary continuation, partial re- 
demption of stock to pay estate costs, 
etc. These discussions can take place 
even after the sale has been made and 
the policies issued and delivered. There 
is ample flexibility in the policy con- 
tracts to adjust them to whatever is 


he is 


indicated as most urgently in need of 
solution.” 

Mr. cautioned that it is a 
serious error to base the amount of in- 
surance on today’s values. On the as- 
sumption that the business will continue 
to prosper, he queried whether an at- 
tempi should not be made to project to 
at least some degree the future potential 
value of the business interest. 

How to get accountants, 
bankers and other centers of influence 
to refer deferred compensation situa- 


Desmon 


attorneys, 


tions to the agent was discussed by 
Mason J. O. Klinck, CLU, New England 
Life, Wilton, Conn. “A step often over- 
looked by the underwriter is a report 
back.” said Mr. Klinck. “The referral 
source must be made to take a personal 
interest in the outcome. I train my 
referral sources to be able to spot a 
successful business man who also fills 
the general title of ‘good guy’. The re- 
ferral source must also be trained to 
properly introduce the underwriter. I 
tell my people to merely mention to the 
potential prospect that they may need 
the counsel of a specialized practitioner 
in the field of business planning for de- 
ferred compensation and that he knows 
of such a party who might be useful.” 


June 1960 





Combining deferred compensation 
for older executives with a split-dollar 
for younger employees was explained by 
Kenneth R. Mackenzie, CLU, New Eng- 
land Life, Boston. “Deferred compensa- 
tion is suitable for the ‘varsity team.’ he 
said. “But ordinarily, it is pretty hard 
to know who, among 15 or 20 able 
looking youngsters in their early 30s, 
will be age 50 or 55 be in that little 
top management group upon whose abil- 
ity the profits of the corporation really 
rest. 

At age 55, it is easy enough to tell 
who has made the team, but you may 
run into two troublesome problems: 
insurability and heavy premium outlay. 
If, on the other hand, we drop down to 
the 30 or 35 age group, a deferred com- 
pensation agreement implies some as- 
surance of continued employment which 
any corporation is reluctant to assume 
at that age. If we are talking about a 
split-dollar program for these younger 
employees, the corporation often raises 
the question as to what happens to this 
split-dollar insurance at retirement.” 

Mr. Mackenzie has found this to be 
an ideal and attractive explanation to 
management: A_ split-dollar plan not 
only offers these younger employes a 
chance to protect their families at far 
less than even the cost of term insur- 
ance and at no cost to the corporation 


other than loss of interest on the funds 


it invests in the cash values, but it re- 
sults in holding these young potentials 


in the corporation’s service until such 
time as it is clear who is important and 
who is not. The company can enter into 
a deferred compensation agreement with 
the few. who at age 50 or 55, have made 
the “varsity team.” The same split-dol- 
lar contracts continue up to retiremen! 
age. at which time the split-dollar ar- 
rangement terminates and the _ retire- 
ment benefits begin, still funded by the 
same life insurance contract. 

Recently Mr. Mackenzie’s company 
established a plan under which, between 
ages 55 and 65, an ordinary life con- 
tract can be converted by increasing the 
deposits to cash values so that at age 65 
there is a fully paid-up contract for the 
original face amount and without any 
penalty for the change in policy form 
over the 10-year period. 


Ten E. P. Ideas 


The next day featured the subject of 
estate and employee benefit planning. 
Richard H. Forster, partner in the Los 
Angeles law firm of Forster & Gemmill, 
offered 10 estate-planning ideas but 
warned that all of them should be used 





only as a means of getting a prospect 
or client to talk over their applicability 
with his lawyer. He suggested use of: 


1. Preferred stock to freeze the 
value of a stockholder’s stock in a 
closely held corporation. 

2. Charitable remainder to cut 
down estate tax at the death of the 
first spouse. 

3. Gifts in contemplation of death, 
so that even if death occurs immedia- 
ately after the gift is made, there 
will still be a substantial saving in 
estate taxes. 

4. Alternatives to complete buy-out 
of a business interest. 

5. No agreement to redeem stock 
at the death of a majority stockholder. 

6. Corporation for the business as- 
sets of a professional man. 

7. Term trust for the support of 
an elderly person. 

8. Revocable living trust for the 
elderly. 

9. Living trust as the beneficiary 
of an employee benefit plan. 

10. Wife as a help in estate plan- 
ning. 


n the final meetine day the featured 
speakers included J. S. Seidman of the 
New York City accounting firm of Seid- 
man & Seidman. president of the Amer- 
ican Institute of Certified Public Ac- 
and Charles W. Hamilton, 
senior vice president and trust officer 
of the National Bank of Commerce of 


countants. 








How to avoid 
unnecessary 


estate taxes 


How often have you had to contend with a 
wide discrepancy between your valuation of 
an estate and that placed upon it by the tax 
authorities? 

Such divergence of opinion may lead to 
costly litigation and, at best, unhappiness 
among the heirs. 

The best way to assure the proper taxes 
on an estate or to provide for taxes in estate 
planning is to secure a report by The Ameri- 
can Appraisal Company. Valuation of prop- 
erty for fiduciary purposes is one of the 
important specialized services offered by the 
leader in the appraisal field. Our reputation 
for thoroughness and impartiality is un- 
questioned and our reports are backed by 
carefully assembled facts that command 
respect. 


SINCE 1896...LEADER IN PROPERTY VALUATION 
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Houston and president of the trust divi- 
sion of the American Bankers Associa- 
tion. 

Citing the fact that the Prudential ex- 
pects to be in the variable annuity busi- 
ness by the end of the year and that the 
Mutual Life of New York, the State 
Mutual and the New York Life are 
favorably disposed, John D. Marsh, 
CLU, Lincoln National Life, Washing- 
ton, D. C., predicted the future of this 
type business is Large 
employers who are installing variable 


“tremendous.” 


annuity pension plans include State of 
Wisconsin. General Mills, Long Island 
Lighting, General Tire & Rubber, Boe- 
ing Aircraft, Air Line Pilots Assn., Ten- 
nessee Valley Authority, United Air 
Lines and National Assn. of Manufac- 
turers, Mr. Marsh revealed. 

Final speaker of the meeting was 
Philip F. Howerton, Connecticut Mutual 
Life, Charlotte, N. C., who issued a 
challenge to the MDRT members to de- 
velop themselves as professional men. 
“Preparation. practice, recognition of 
responsibility —- all these mark the 
growth of the professional man,” said 
Mr. Howerton. “But there is another 
mysterious element that is the difference 
between mediocrity and success. That 
element I would call inspiration.” The 
highest inspiration of all, he said, comes 
from a recognition that all talents are 
a divine gift. and that whatever talents 
one has are only held in trust to ad- 
minister in an unselfish discharge of 
this trusteeship. 

A AA 
3-STAGE PLANNING 


(Continued from page 564) 


and left a will giving everything to her 
husband, so he paid an inheritance tax 
to get his own property back, after he 
had already paid a gift tax. 

I would recommend another type of 
gift, as the professional man prepares 
for retirement. In all likelihood, he has 
growing children, possibly a young man 
who is interested in following in his 
father’s footsteps. To start the son or 
son-in-law on the right road at the 
right time, the older professional might 
give him an insurance policy which will 
take care of the younger man until he 
is able to take care of himself. 

A final thought: The most important 
gift an adviser can give the professional 
man at 60 or 65 is that pleasant bequest 
known as peace of mind. The profes- 
sional man is more interested in leisure 
and contemplation than he is in his in- 
vestment portfolio. Insurance annuities 
will give him the peace of mind he seeks. 
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Books 


Federal Estate and Gift Taxes 


RICHARD B. STEPHENS and THOMAS L. 
MARR, Tax Club Press, P. O. Box 6142, Tuc- 
son, Arizona (426 pp.; $9.00). 


The aim of the authors of this work 
has been to offer the reader a broad 
knowledge and understanding of the es- 
tate and gift tax laws. In a sense, as the 
authors indicate, this is an estate plan- 
ner’s estate and gift tax primer, and 
its objective is the comprehension of 
basic principles achieved through a study 
of the statute in light of the authorities 
bearing on its interpretation. 

Each section of the estate and gift 
tax provisions of the code is discussed 
in the order as it appears in the code. 
Included is a review of the legislative 
history and discussion of the underlying 
purpose of the _ statutory provisions. 
Where interpretation of a code provision 
rests on a Treasury regulation or judicial 
decision, these also have been included 
in the discussion. 


Estate Planning and Taxation: 3 


Edited by LESTER R. RUSOFF, Montana 
State University, Missoula (125 pp.; $3.50, 
paper cover; $5.00 buckram bound). 

This volume is a compilation of papers 
that were presented at the 1959 annual 
tax school of the Montana State Uni- 
versity School of Law. Each of the 
eleven articles is concise and amply docu- 
mented. Some of the more timely topics 
discussed include proposed changes in 
Federal income taxation of estate and 
trusts, the problem of discrimination in 
pension and profit sharing plans for 
small businesses, recent cases and rulings 
affecting corporate business purchase 
agreements, and the function of split 
dollar insurance. 


World Insurance Trends 


Edited by DAVIS W. GREGG and DAN M. 
MCGILL. University of Pennsylvania Press, 
Philadeiphia (689 pp.; $12.00). 

The proceedings of the First Interna- 
tional Insurance Conference, held in 
1957 at the Wharton School of Finance 
and Commerce of the University of 
Pennsylvania, have been compiled and 
edited for publication in this volume. In- 
cluded are six papers descriptive of the 
insurance environment of the major 
world areas — Australia, Europe, Great 
Britain, Japan, Latin America, and the 
United States—and papers summarizing 
insurance trends in 27 individual coun- 


tries. Other subjects covered ar 


Let’s Take Stock 


DON G. CAMPBELL. Bobbs-Merrill Cs., Inc, 

Indianapolis, Ind. (158 pp.; $2.50). 

The author, financial editor 
Indianapolis Star, has aimed hi 
at the non-investor with the intent of 
informing him informally about the 
mysterious world of finance. He’s done 
a good job, too, by stating the essentials 
without too much detail and with good. 
natured humor which adds to its read. 
ability. 


f the 
shaft 


Investing in American Industries 


LESTER V. PLUM, editor. Harper & Bros, 
New York City (404 pp.; $6.95). 
Successful investing is constantly be. 
coming more complex, requiring insight 
into an industry and its characteristics, 
as well as the individual company. Mr, 
Plum is senior financial analyst at Brown 
Brothers Harriman & Co. and he has 
put together in this volume the observa- 
tions of ten experts in special fields, 
While these men cannot distill the ex. 
perience of many years into one easy 
lesson, both laymen and _ professionals 
will find much useful general and specific 
information as to fundamentals, as well 
as observations on companies. The ten 
industries covered are: steel, chemicals, 
insurance, non-ferrous metals, public 
utilities, business machines, oils, aircraft, 
paper and rails. 
T.LF. 
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Executive Compensation: The Taxa- | 


tion of Stock Options 


JACK D. EDWARDS, Vanderbilt Law Review, 

March 1960 (Nashville 5: $2.00). 

The scope of this article includes a 
history of the taxation of stock options 
and an analysis of present tax treat- 
ment. It is the opinion of the writer that 
the present preferential tax treatment is 
inequitable and that it is unnecessary as 
an economic incentive and a_ needless 
drain on treasury receipts. He calls for 
an end to all discriminatory provisions, 
and more particularly, the repeal of sec- 
tion 421 of the Code which affords cap- 
ital gains treatment on gain realized on 
those stock options falling within the 
limitations of that section. 


Deferred Compensation Plans: Quali- 
fying for Non-Qualified Treatment 


JAMES F. NEAL, Vanderbilt Law 
March 1960 (Nashville 5; $2.00). 


Review, 
This paper presents an examination, 
from an income tax viewpoint. of the 


present status of deferred compensation 
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contracts that do not qualify for favor- 
able tax treatment under sections 401 
through +04 of the 1954 Code. Following 
a brief consideration of qualified plans, 
the legislation and decisional law affect- 


) ing both funded and unfunded non-quali- 
- fed contracts are discussed. The author 
' considers the newly promulgated Revenue 


Ruling 60-31 a boon to taxpayers desir- 
ing to spread earnings over. several 
years. 


Recent Developments and Reflections 
in the Taxation of Insurance and 
Annuities 
HARRY YOHLIN, Journal of the American 


Society of Chartered Life Underwriters, Spring, 
1960 (3924 Walnut St., Philadelphia 4; $1.50). 


Insurance has played an increasingly 
important role in estate and business 
planning, and this may be the cause in 
part, of the continual change and devel- 
opment in the tax treatment of insur- 
ance. The writer examines developments 
since the adoption of the 1954 Code in 
the areas of asisgnments of life insur- 
ance, life insurance and the marital de- 
duction, and the sale of annuity and en- 
dowment policies. 


Keogh Review 


LAFLIN C. JONES and CHARLES M. BOEH- 

RER, Journal of the American Society of Char- 

tered Life Underwriters, Spring, 1960 (3924 

Walnut St., Philadelphia 4; $1.50). 

This article reviews the history of the 
Keogh bill which has been considered in 
various forms by Congress since 1951. 
The authors cite the arguments of sup- 
porters and those in opposition to the 
principle of tax relief for the retirement 
savings of the self-employed. Also in- 
cluded isan examination of similar plans 
now effective in Canada and Great Brit- 
ain. 


The Disposition of Probate Income: 
Recent Developments 
GEORGE G. BOGERT, Notre Dame Lawyer, 
March, 1960 (Notre Dame, Indiana; $1.50). 
Probate income is comprised of re- 
ceipts from personalty held by an execu- 
tor prior to distribution of the assets 
of the estate. The purpose of this paper 
is the examine the sources of probate 
income, and, in instances where various 
types of legacies are directed in the will, 
the claimants for such income. The 
hoted author considers the disposition of 
probate income under the common law 
and recent codifications and discusses the 
theories of allocation of the income. 


The Gift Tax Credit Against the Es- 
tate Tax 


ALLEN TOMLINSON. Journal of Accountancy, 


ri 1960 (270 Madison Ave., New York 16; 
85). 


Because of the relation of the gift tax 
‘redit to gift tax liability, the credit 
‘gainst the estate tax for gift taxes in- 
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curred by a decedent may afford tax 
savings and thus may be an important 
factor in estate planning. The writer 
suggests that deliberate gifts in con- 
templation of death, where other factors 
warrant such transfer, should be con- 
sidered by the estate planner. In addition 
to indicating its application, this article 
presents an explanation and illustration 
of the detailed computation of the gift 
tax credit. 


Tax Advantages of Charitable Gifts 


CHARLES L. B. LOWNDES. Virginia Law Re- 

view, April 1960 (Charlottesville; $2.00). 

This article is included in an issue of 
the Virginia Law review devoted to con- 
sideration of some of the problems in- 
volved in the law and its relation to 
philanthropy. Professor Lowndes pre- 
sents a detailed examination of the tax 
advantages available to the estate plan- 
ner under the Federal income tax law 
through charitable giving. He discusses 
the requirements of qualifying a gift for 
a charitable deduction and the various 
forms of making gifts including gifts of 
appreciated property and life insurance, 
and the use of short-term trusts and 
charitable remainders. In the estate tax 
area, the author briefly notes the rela- 
tionship between charitable giving and 
the marital deduction and the tax ad- 
vantages that may accrve to the tax- 
payer who establishes a charitable foun- 
dation. 


New Light on Equitable Apportion- 
ment of Extraordinary Stock Dis- 
tributions in New York and Else- 
where 
JOHN BLYTH and HAROLD DAITCH. New 
York University Law Review, March ,1960 
(Washington Sq. So., New York 3; $2.00). 
Allocation of stock distributions be- 

tween income and principal continues to 
impede proper trust administration. The 
rule applicable in the majority of states, 
the Massachusetts rule, provides that 
stock dividends are allocable to principal 
and not to income unless the trust instru- 
ment includes a contrary direction. How- 
ever, because the Massachusetts rule has 
generally been applied prospectively, 
the former rule, the Pennsylvania or 
equitable apportionment rule, remains 
applicable in many states. The writers 
discuss recent decisions limiting the 
application of the equitable apportion- 
ment rule and examine legislative and 
judicial attempts to make the new rule 
retroactive. 


Tax Aspects of Charitable Contribu- 
tions and Bequests by Individuals 
JAMES W. QUIGGLE and JOHN HOLT MY- 


ERS. Fordham Law Review, Winter 1959-60 
(302 Broadway, New York 7; $1.50). 


It is the hope of the authors that the 
examination they offer here of the sec- 


tions of the Internal Revenue Code, 
Treasury regulations, and court deci- 








sions, dealing with deductions for char- 
itable gifts by individuals, may engender 
an awareness in both the donor and 
charitable institution of the possibility 
of tax benefit under the law. Preliminary 
to an analysis of the law governing inter 
vivos gifts and charitable bequests, the 
authors discuss the limitations placed 
upon the charitable deduction as to 
amount, character of the donee, and the 
manner of making the gift, and they 
briefly examine valuation of income and 
remainder interests. The remainder of 
the article is devoted to an analysis of 
the various transactions which enable 
an inter vivos gift or charitable bequest 
to qualify as a charitable deduction. 
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Tax Symposium: Tax Planning for The bulk of this paper is devoted to ex- 
Lawyers and Other Professiona! amination of the Kintner case and Kint- 
Persons ner-type associations. 


PLANNING FOR KETIREMENT OR DEATH 
— BRUCE GRISWOLD and FRED D. KIDDER. Symposium on Trust Planning 


ee. ang aang AND THE TAX YEAR DRAFTSMANSHIP PROBLEMS OF TESTA- 
= enn ere Ceeanre MENTARY AND INTER VIVOS TRUSTS 


RETIREMENT PROGRAMS — LAwrENCcE G. — WILLIAM J. Bowe. 
KNECHT. PERPETUITIES IN ARIZONA — RICHARD R. 
Cincinnati Law Review, Winter, 1960 (Cincin- POAS.. 
nati 21; $1.50). FEDERAL ESTATE AND GIFT TAXATION 
OF COMMUNITY PROPERTY — SAMUEL 
In planning the affairs of a law part- D. THURMAN. — 
nership, the tax treatment of payments Arizona Law Review, Fall, 1959 (Tucson; $2.). 
in exchange for the partnership inter- The College of Law of the University 


est of a retiring or deceased partner of Arizona and the State Bar recently 
must be carefully considered. The au- conducted a one day conference on the 
thors advise effecting the termination of subject of estate and trust planning. The 
a partnership interest through liquida- three main addresses, as well as the 
tion rather than by sale or exchange. In comments of three members of the Ari- 
addition to analyzing the tax conse- zona Bar following each address, have 
quences of both methods the authors’ been published in this symposium. 
compare guaranteed and _ distributive 
share payments and discuss problems 
related to the termination of a partner- 
ship interest such as the deceased part- 
ner’s taxable year and payments for 
good will. 


Professor Bowe reviews some of the 
changes that have evolved in will drafts- 
manship due to the impact of Federal 
taxation, and discusses leading decisions 
dealing with precatory trusts and in- 
come and residuary bequests. He indi- 

Mr. Coughlin’s article offers a general cates the tax-saving properties of inter 
discussion of tax-saving principles ap- vivos and testamentary trusts and the 
plicable to the law office and other pro- usefulness of revocable trusts. Also pre- 
fessional offices and some of the prac- sented is a model will designed to mini- 
tical steps that may be taken to mini- mize family estate and income taxes. 
mize income taxes. Some of the topics Professor Powell traces the evolution 
subject to consideration are spreading of the English common law rule against 
of income, expenses deductible by indi-  perpetuities to the New York codifica- 
vidual practitioners and firms, employ- tion of the two lives in being concept, 
ee’s expenses, partner’s expenses, and and the statutory borrowings of Mich- 
the tax year. igan from New York, Wisconsin from 

The final article of this tax symposium Michigan, and finally, Arizona from Wis- 
reviews some of the plans that have been consin. The writer urges Arizona to 
set forth as a means of obviating the again follow in the footsteps of New 
discrimination existent in the income tax York, Michigan and Wisconsin and bring 
structure against the professional man _ their statutes into closer conformity with 
in connection with retirement programs. the common law rule. 
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Following a review of propert, laws | 


of community property states, Pr fesgop 
Thurman, in the final article of this sym. 
posium, discusses community pp) operty 


life insurance and concomitant estate tay | 1 
Fe 


problems. 


A A A 


Oklahoma Trust Division 
Holds Spring Meeting 


The Trust Division of the Okiahoma 
Bankers Association held its annual 
Spring Meeting in Oklahoma City on 
May 4, immediately before the Associa. 
tion’s 63rd annual convention. The fea. 
tured speaker for the trustmen was 
Charles W. Hamilton, president of the 
Trust Division of the American Bankers 
Association and senior vice president 
and trust officer. National Bank of Com. 
merce. Houston. Mr. Hamilton gave an 
optimistic report on the prospects for 
trust business in Texas and Oklahoma, 
He pointed out that most of the wealth 
in this section of the country is first 
gener ration money, whereas trusts have 
been thought of as a means of handling 
accumulated wealth for the second and 
third generations. Today. he said. trust 
department services can be_ beneficial 
and effective for estates of $10,000 and 

Also the trust can be of great assist: 
ance in minimizing income and estate 
taxes. 

At the business meeting, reports were 
received from the Legislative and In- 
terrelated Groups committees as well a 
from the Oklahoma Institute of Taxa- 
tion in which the Trust Division partic- 
pates, A committee was appointed t 
explore the feasibility of sponsoring a 
technical school for Division members 
in Oklahoma. 

Charles B. Neal. vice president and 
trust officer, First National Bank and 
Trust Co.. Tulsa. was elected President. 
He succeeds Melvin A. McGlasson. trust 
officer. First National Bank & Trust Co. 
(hisheens City. Other officers elected 


were: Vice President — Charles Storm. 
trust officer. National Bank of Tulsa: 
Secretary — Charles Fuson. executive 


secretary, Oklahoma Bankers Associa 
tion, Oklahoma City: Assistant Secre 
tary and Treasurer — Robert Blinn. 
trust officer. Liberty National Bank $ 
Trust Co.. Oklahoma City. 


A AA 


e Trust department earnings in State 
chartered trust institutions in Illinois for 
1959 totaled $13,810,829, representing 
7.2% of the total current operating — 
ings of all State chartered commercia 
banks. 


Trusts AND ESTATES 
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At the May 23 annual meeting of the 
Boston -ife Insurance and Trust Coun- 


- cil, which was founded 30 years ago and 


is the oldest council in the country, the 
members authorized a change of name 
to the Boston Estate and Business Plan- 
ning Council and the addition of mem- 
bers from the ranks of attorneys and 
certified public accountants. 


Officers elected at the meeting for the 
ensuing year are: Pres.—Norman C. 
Hoffman, assistant vice president, New 
England ‘irust Co.; Vice Pres.—Robert 
B. Whittemore, general agent, Connecti- 
cut Mutual Life Insurance Co.; Treas.— 
George S. Lawler, C.L.U., general agent, 
Acacia Mutual Life Insurance Co.; 
Exec. Dir—Robert H. Wood (re-elect- 
ed). 


East Bay Council (Oakland, Cal.) 
sponsored its fifth anual Conference on 
Estate Planning on May 6. Each of these 
annual Conferences has been open to 
the people who have the problems them- 
selves, as well as to their advisors. The 
audience has averaged from 250 to 500 
and has been about equally divided be- 
tween professionals and laymen. Trust 
institutions, life insurance companies, 
professional organizations and the cham- 
ber of commerce have joined with the 
Council to sponsor these annual events 
and to insure their success. 


This year the Conference presented 
its story in the form of a six act drama, 
each act representing a time period later 
than the preceding one. The cast of 
characters was printed at the head of 


| the program, showing their ages in the 


successive scenes and telling a little of 
the background of each. They included 
Mr. Rainbow, a widower and _ small 
builder, his three daughters and their 
husbands (as<time goes on) and their 
children (as more time goes on). In this 
manner, the several acts really presented 
panel discussions of important topics. 
These were successively: Prologue — 
Walter Frank, C.P.A.; Sole Proprietor- 
ships — James L. McDonnell, manager, 
Guardian Life, Herbert P. Moore, Jr.. 
attorney, Martin Cherry, C.L.U.; Part- 
nerships—William N. Harrison, New 
ingland Mutual Life, Raymond N. Bol- 
on, attorney, Fred I. Lincoln, C.L.U.; 
Corporations — Donald J. Hampton, 
CP.A., Guy B. Catterton, attorney, John 
V. Gilmour, Jr., Lincoln National Life; 
Multiple Entities — Richard W. John- 
mn, C.L.1J., Lincoln National Life, 
David K. Gilmore, attorney, Arnold 
breene, C.P.A., Douglas Boswell, C.L.U., 
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i 7 V¢ IL ACTT} ITIES Worthen Bank & Trust Co., Little Rock; 
— rp Vice Pres. (Membership)—Kenneth W. 
Theis, C.P.A., Pine Bluff; Treas.—Tom 


P. Williams, Aetna Life Insurance Co., 


New York Life; Trusts for Life and at 
Death — Tom Brown, insurance, Arthur Little Rock; Sec.—W. Dane Clay, at- 
L. Pretzer, attorney, Joseph K. Clark, torn wr, Little Teck. , 
trust officer, First Western Bank & Trust Fresno, Cal—On May 3 Richard S 
Co.; Titles, Wills, Gifts, Executorship Pan, Los Angeles attorney, abe 
— Louise A. Sallmann, C.P.A., Robert on “Tax Problems in Divorce and Prop- 
* Rutledge, ateeney, Raymena 5. Bie- erty Settlements.” On May 19 the fol- 
Laughlin, trust officer, Wells Fargo Bank lowing officers were elected for the en- 
American Trust Co., Harry Kronrod, suing year: Pres.—William F. Docker 
C.L.U., New York Life, Walter C. Frank, sthevnay: Vice Bis navies ¥ ery 
C.P.A. ; . . - ing, C.L.U., Prudential Insurance Co.; 

Following a question period and brief Sittin. de. Cllitatin: tei alin Cente. 
intermission, the trust film, “So Little ‘ow.Finet National Bank: Treas-—Wil- 
son Ene was shown. —e liam G. Barieau, C.P.A. 

Other Council activities reported to 
TOE, tole: East Bay (Oakland, Cal.)—On May 

Central Arizona (Phoenix) —On May 9 Moses Huberman, attorney, spoke on 
2 William H. Isaacson, attorney and “The Revocable Trust as an Instrument 
C.P.A., spoke on “Tax Consequences of of Estate Planning. 
Trust Provisions.” Officers elected for San Francisco, Cal. — On May 25 


the ensuing season are: Pres. — Rulon James B. Zischke, Ph. D., vice president 
E. Rasmussen, life underwriter; Vice of Zischke Organization, Inc., actuarial 
Pres. — Maynard P. Goudy, attorney; and pension consultants, spoke on 


Sec—Donald A. Brunell, accountant; “Profit-Sharing: Magic for Small Busi- 
Treas.—David G. Davies, assistant trust ness.” 
officer, First National Bank. Santa Clara County (San Jose, Cal.) 
Central Arkansas (Little Rock) — On —On May 16 George Young, C.P.A., 
May 19 “Estate Planning Cases” was the spoke on “Ways Members of the Estate 
subject for a panel consisting of Ivan Planning Team Can Increase their Co- 
F. Adler, C.L.U., Little Rock; William operation and Produce Higher Stand- 
L. Little, trust officer, National Bank of ards in Estate Planning.” Officers elected 
Commerce, Pine Bluff; Gaston William- for the ensuing year are: Pres.—John T. 
son, attorney, Little Rock; and E. B. Warden, C.P.A., San Jose; Vice Pres.— 
Sparks, Jr., C.P.A., Fort Smith. Offi- Gordon K. Craig, assistant trust officer, 
cers elected for the ensuing season are: Bank of California, San Francisco; 
Pres.—William H. Bowen, Little Rock Treas.—Ronald Vlastelica, C.P.A., San 
attorney; Vice Pres. (Program)—Au- Jose; Sec.—Reo Carr, life underwriter, 
brey F. Williams, assistant trust officer, San Jose. 
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Denver, Colo.—On May 17 Richard 
P. Brown, vice president and trust off- 
cer, First National Bank, spoke on “The 
Care and Breeding of a Trustee’s 
Powers.” Officers elected for the coming 
season are: Pres.—John J. McDonald, 
State Mutual Life Insurance Co.; Vice 
Pres.—Harlen H. Holben, accountant; 
Treas.—Bruce L, Evans, attorney: Sec. 
—Harold A. Norbloom, vice president 
and trust officer, American National 
Bank. 

Connecticut—On May 17 Frank P. 
McGuire, associate counsel, Connecticut 
General Life Insurance Co., spoke on 
“The Business Interest in the Estate.” 
Officers elected for the coming years are: 
Pres.—Paul A. Peasley, vice president 
and trust officer, Fairfield County Trust 
Co., Stamford; Vice Pres—Wilbur S. 
Pratt, Northwestern Mutual Life Insur- 
ance Co.; Treas.—Frank S. Brainard, 
Mutual Benefit Life Insurance Co., New 
Haven; Sec.—Ernest E. Schreier, Jr., 
trust officer, Connecticut National Bank, 
Waterbury. 

New Haven, Conn.—On May 16 Mr. 
H. Rosenfield, head of Federal Estate 
Tax Division of the Internal Revenue 
Service for the State of Connecticut, 
spoke on “Purpose and Scope of Federal 
Estate Tax.” 

Washington. D. C.—Officers elected 
at the annual meeting in May were: 
Pres——C. Carney Smith, Mutual Bene- 
fit Life Insurance Co.: Vice Pres.— 
Thomas D. Lawson, assistant trust ofh- 
cer, Union Trust Co.; Sec.—Edward A. 
Dent, Jr., trust officer, American Secur- 
ity & Trust Co.; Treas—Edward J. 
Schmuck, vice president, Acacia Mutual 
Life Insurance Co. 

Northeast Florida (Jacksonville)—On 
May 12 reports were received covering 
activities of the current year. 

Southeast Florida (Miami)—On May 
24 C. B. Kniskern, Jr., spoke on “Tax 
Apportionment Laws—Recent Develop- 
ments” and H. P. Forrest presented “Re- 
vocable Trusts in Lieu of Will—Pros 
and Cons.” Both men are attorneys. Mr. 
Kniskern is a past president of the 
Council and Mr. Forrest is currently sec- 
retary. 

Central East Coast, Florida (Mel- 
bourne)—On May 24 Amos E. Jackson, 
tax attorney of Palm Beach and past 
president of the West Palm Beach Coun- 
cil, spoke on “How Attorneys Profit 
from an Estate Planning Council.” The 
May meeting was the second for this 
newly formed council. 

East Coast, Florida (West Palm 
Beach)—On May 20 Judge Boyd H. 
Anderson of Fort Lauderdale spoke on 
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Newly reorganized Estate 
Planning Council of St. 
Louis conferred honorary 
memberships to Deans of 
three law schools of Mis- 
souri, (from: left): Joe 
E. Covington, Missouri; 
Hiram H. Lesar, Washing- 
ton; and J. Norman Me- 
Donough, St. Louis. J. 
Harry Veatch, council 
president, is second from 
left. 





some 


County 
Judge regarding estates. Officers elected 
for the coming year are: Pres.—John F. 


Kirkton, C.P..A, Delray Beach; Ist Vice 


of his experiences as 


Pres.—David J. Blatt, life underwriter, 
West Palm Beach; 2nd Vice Pres.— 
Manley P. Caldwell, attorney, West Palm 
Beach: Sec.-Treas—Hugh McLeod, Jr., 
vice president and trust officer, First 
National Bank, Delray Beach. 

Hawaii (Honolulu) — On May 19 
Robert E. Castelo gave an_ illustrated 
lecture on “The Man and the Pump.” 

Fort Wayne, Ind—On May 9 James 
F. Thornburg, South Bend attorney, 
spoke on “Estate Tax Problems of the 
Unplanned Estate.” 


South Bend, Ind.—On May 2 Richard 
Bailhe, of the Home Office of Lincoln 
National Life Insurance Co. at Fort 
Wayne, discussed pension and_ profit 
sharing plans. 

Des Moines, lowa—On May 2, V. Lee 
Phillips, district director, Internal Rev- 
enue Service, spoke on “Estate and Gift 
Tax Program for lowa.” 

Boston, Mass.—On May 3 the Boston 
Chapter, Chartered Life Underwriters, 
joined the Council in presenting their 
annual Estate Planning Day. The fea- 
tured speakers were William J. Casey 
and René A. Wormser, both New York 
attorneys, and James F. Thornburg, 
South Bend attorney. On May 23 the 
Council heard William E. Murray, New 
York attorney, on “How to Use Insur- 
ance Trusts, Support Trusts, Education 
Trusts.” 

Kansas City, Mo.—Newly elected off- 
cers are: Pres—Donald M. Gamet, 
C.P.A.; Vice Pres——Thomas Parrish, 
attorney: Sec.—Russell W. Baker, at- 





torney: Treas.—David N. Lieberman, 
CPA. 
St. Louis, Mo.—Civic and business 


leaders attended a laymen’s program 
sponsored by the Council on May 2. 
Charles B. McCaffrey, lecturer in ad- 
vanced underwriting in the graduate divi- 
sion of the Wharton School, University of 
Pennsylvania, spoke on financial plan- 
ning for business owners and executives. 
Richard H. Forster, California attorney 





and tax specialist, spoke on som: human 
aspects of estate planning. 
Charlotte, N. C—On May 235 the fol. 


lowing new officers were elected: Pres, 
—John Schuber, Jr., trust officer, Wa. 
chovia Bank & Trust Co.; Vice Pres— 
W. Pinkney Herbert, Jr., attorney: See, 
Fred H. Temple, C.P.A.; Treas.—Alex, 
R. Josephs, C.L.U., New York Life In. 
surance Co. 

Cleveland, Ohio—On May 9 J. Robert 
Swartz, attorney, addressed the Cleve. 
land Society of Estate Analysts on “Rey. 
enue Ruling 60-31 . . . What qualifies 
as deferred compensation, not taxable 
to the employee—or how close to the 
line can you come?” 

Dayton, Ohio—On May 12 Ree 
Walker, C.L.U., general agent for North. 
western Mutual Life Insurance Co, in 
Cincinnati, spoke on “Let’s Talk About 
Life Insurance” in which he discussed 
the fundamental problem of many coun- 
cil members—the sale of life insurance. 
Officers elected for the ensuing year are: 
Pres.—Graham Hopkins of Lincoln Ne 
tional Life Insurance Co.; Vice Pres— 
C. E. Drury, Jr., of John Hancock Life 


Insurance Co.; Sec.-Treas.—Kenneth \. 


Graham, vice president, Winters \e- 


tional Bank & Trust Co. 

Mahoning-Shenango Valley (Ohio: 
Pa.)—On May 19 Robert Hamilton, vice 
president, Penn Mutual Life Insurance 
Co., spoke on “Uses of Insurance in 
Estate Planning.” 

Bucks County, Pa—On May 10 the 
following officers were elected for the et 
suing year: Pres—Murray C. Haine. 
assistant trust officer, Philadelphia Ne 
tional Bank; Vice Pres, — Albert 5 
Erichson, special agent, Bankers Life l0- 
surance Co. of Nebraska; Sec. —Hardll 
W. Sims, district manager, Metropolitai 


Life Insurance Co.: Treas.—John #. 
Rockel, C.P.A. 
Erie, Pa.—On May 24 Albert 8. 


Mugel, Buffalo attorney, spoke on “Tax 
ation and Estate Planning.” Officer: 
elected for the coming year are: Pres— 
Edwin M. Lillis, Northwestern Mutual 
Life Insurance Co.; Ist Vice Pres.—Wil 
liam F. Illig, attorney; 2nd Vive Pres— 
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Eugene Mattis, vice president, First Na- 
tional | nk; Sec.—Merle F. Wadlinger, 
trust o cer, Marine National Bank; 
Treas.— \Villiam A. Crawford, C.P.A. 

‘Philacelphia, Pas — On May 5 C. 
La Sut on. Philadelphia attorney, spoke 


on “Jointly Owned Property.” Officers 
elected ‘or the ensuing year are: Pres. 
Stephen D. Green, Jr., C.L.U., Provi- 
dent Mutual Life Insurance Co.; Vice 
Pres. — Charles M. Hamilton, attorney; 


Treas. —- H. Woodward McDowell, vice 
president and trust officer, Central-Penn 
National Bank; Sec. — Arthur R. 


Gremel, ©.L.U., Manufacturers Life In- 
surance Lo. 

Pittsburgh, Pa. — On May 9 John T. 
Ryan, Jr.. president of the Allegheny 
Conference for Community Develop- 
ment, spoke on “Long Range Projec- 
tions,” with special reference to the fu- 
ture development in the area where 
council members are at work. 

Rhode Island — On May 16 Dr. A. 
James Casner, professor of law, Har- 
yard University Law School, spoke on 
“Estate Planning Problems Presented 
When Significant Portion of Estate is 
Stock in Closely Held Corporation.” 

Dallas, Texas — On May 12 John M. 
Zuber, vice president and trust officer, 
Republic National Bank of Dallas, spoke 
on “Handling Decedents’ Business In- 
terests.”” 

El Paso, Texas — On May 17 J. 
Carlton Smith, C.L.U., educational di- 
rector for the Southwestern Life Insur- 
ance Co. of Dallas, spoke on “Some 
Tax Aspects of Business Life Insur- 
ance.” In addition, William Deffebach 
offered comments on recent cases, rul- 
ings, and developments in the field of 
estate planning. 

Houston, Texas — On May 19 Mr. 
Watrous H. Irons, president of the 
Federal Reserve Bank of Dallas, spoke 
on “Financial Developments.” Newly 
elected officers are: Pres. — Norval S. 
Pierce, C.L.U., Metropolitan Life In- 
surance Co.; Vice Pres. Fred P. 
Hamill, vice president and senior trust 
oficer, First City National Bank; Sec. 
—Owen Lipscomb, accountant; T'reas. 
— John S. Boles, attorney. 

Madison, Wis. — On May 9 John 
5. Best, Milwaukee attorney and for- 
mer Income Tax Counsel for the Wis- 
consin Tax Commission, spoke on “Tax 
Problems of the Grantor of a Living 
Trust.” Officers elected for the coming 
year are: Pres. — Les J. Meinhardt, 
CLU., Pres-Elect — Earl V. Reusch- 
in, C.P.A.; Sec.-Treas. — Robert C. 
VMalley, vice president and trust offi- 
tr, Madison Bank & Trust Co. 


JUNE 196i 











Winners of Estate Planning and Drafting Competition sponsored among students at the 
local law schools by Boston Safe Deposit and Trust Co. pose with president William W. 
Wolbach. They are Philip A. Rollins (Boston College), Charles Dudley (Boston U.), 
Peter Hastings (Boston U.), Walter G. Van Dorn, Robert H. S. French, William J. Jones 
and Melvin M. Shralow (all of Harvard), and Bruce Carpenter (Suffolk U.). All told 
20 students were presented with checks in recognition of the papers submitted in this 
fourth annual contest, at a dinner on May 4 to which faculty members were also invited. 

Earle T. Speare, vice president, served as toastmaster. 








TAX CREDITS 
(Continued from page 586) 


3. D never came into possession 
and/or enjoyment of the interest so 
long as it became vested within his 
lifetime; and, 

4. The property or interest de- 
volved upon D by operation of law, 
rather than through T’s last will and 
testament, 

We realize that those engaged in es- 
tate planning usually cannot take the 
time to go through great details to work 
out the Schedule R calculations. Abbre- 
viated and approximate rules of thumb 
which would be helpful in such situa- 
tions are the following (plus the adjust- 
ments already noted) : 


1. Value of Transfer by T to D 





x 
Value of T’s adj. taxable est. 


T’s adjusted Fed. Tax = 


First Limitation. 


2. The Federal estate tax on the 
transfer from T to D calculated at the 
highest rates applicable thereto in D’s 
estate — Second Limitation. 

In addition, if D makes a charitable 
bequest the value of the transfer from 
T must be reduced by a proportionate 
part thereof, determined as follows: 


Value of Transfer by T to D 





Value of D’s total adj. taxable 
estate (including transfer 
from T but without charitable 
deduction ) 


Amount of charitable bequest = 
Adjustment. 


3. Multiply the smaller of the an- 
swers to the above two formulas by the 
percentage applicable to the time which 
elapsed between death of T and D = 
Tax Credit. 
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ON THE PUBLICITY FRONT 


Newspaper and Magazine Advertising 


“A Source of Strength for New Eng- 
land” is the title of an ad from Boston 
Safe Deposit & Trust Co. recently plac- 
ed in the New England edition of the 
Saturday Evening Post. It is believed to 
be the first time a trust company has 
used the pages of the Post to tell the 
corporate fiduciary story. The ad pic- 
tures a great dam and the lake behind it 





New Eng- 


to represent “Water 
land’s prime resource, sustaining indus- 
try, commerce, agriculture, life itself.” 
The text likens the dam to “other hu- 
man institutions made strong to pro- 


tect and develop other human _ re- 
sources.” It present the Trust Company 
as a place where “the tradition of New 
England investment is applied to the 
prudent and productive management of 
property” enabling a man to obtain “a 
regular flow of income beyond his own 
generation to members of his family.” 

The same ad was reprinted in folder 
form with a Post cover and distributed 
to 10,000 customers and prospects. In 
addition, a special letter on the Post let- 
terhead accompanied a mailing of the 
magazine itself to all officers and di- 
rectors at their homes. 


“*Mr. First’ salutes 62 men in shin- 
ing armor” announces an ad from First 
National Bank, Atlanta. The advertise- 
ment, which is the bank’s annual com- 
pliment to local members of the Million 
Dollar Round Table, pictures a stylized 
“Knight” — labeled Sir “First” — hold- 
ing a scroll on which are the names and 
affiliations of the 62 life underwriters 
who make up the Round Table. 


Along similar lines Deposit Guaran- 
ty Bank & Trust Co., Miss., congratu- 
lates the nine Mississippi members of 
the Million Dollar Round Table in an 
ad showing the name and affiliation of 
each in circular insets. 
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“The Here and Now Trust” is de- 
scribed in an ad of Rhode Island Hos- 
pital Trust Co., Providence, as one that 
is “set into action by written agreement 
here and now.” Four of the reasons why 
“this is the modern trend” are presented 
in the text. 


“Program his future with planned 
insurance” advises an ad from Fidelity- 
Philadelphia Trust Co. The ad is di- 
rected to life underwriters and offers 
them “the friendly assistance of its ex- 
perienced trust officers,” 


“A custody account frees you from 
the daily details of managing your se- 
curities,” says an ad of Connecticut Na- 
tional Bank, Bridgeport. The text spells 
out what this type of service covers and 
notes that “the cost of a custody account 
may be as little as $50 a year.” 

“New Trust Service Helps You Keep 
Valued Personnel, Improves Staff Mo- 
rale.” This headline accompanies an ad 
of Bank of the Southwest, Houston, de- 
scribing its Employee Profit Sharing 
Plan Studies. A cut-out coupon will 
bring the reader a folder on this subject. 

“For Pension Planners: new analysis 
of latest pension plans for leading com- 
panies in 114 industries” titles an ad- 
vertisement from Bankers Trust Co.. 
New York, offering its “1960 Study of 
Industrial Retirement Plans.” 

“Portrait of $1,000,000 After 
Taxes” is presented by Hanover Bank, 
New York, in the form of 25 money 














bags — framed — of which 10 have the 
$ sign blanked out. The text explains 
that a $1,000,000 estate can shrink as 
much as $425,000 by the time it reaches 
the owner’s family, and suggests that 
the reader “get the facts” from his 
lawyer or from the bank. A table shows 
the range of savings? 

“How Much Must You Pay for Se- 


curity?” inquires an ad of Pittsburgh 


National Bank. The text ans 


question by saying “very little . , fg, 
no higher than those you'd j .y ine, 
perienced executors” and nan °s som. 
of the advantages in appoin ing jh, 
bank. 

“They all looked like gooc  inyeg, 


ments at one time” observes <1 ad oj 


Berks County Trust Co., Reac ng, Py, 
The ad pictures an automobile of 3 





ers thee 








years ago surrounded by the names o 
some of the “more than 120 Americay 
companies” in that business then. Many 
failed, some sold out, a few “grew and 
grew and grew. Investors fared accord. 
ingly. Successful investing is not sim. 
ple.’ 

“How Estate Planning protects your 
family” — often reducing an estate: 
vulnerability to taxes “by as much a 
50%" — is discussed in an ad of 
Huntington National Bank, Columbus 
The “preliminary analysis” which the 
bank will make, “will show how you 
estate would go through probate today. 
and will be useful to your attorney in 


preparing the Plan which will best con 
serve the maximum amount . . . Consul 
us — while there is still time.” A guard 


in knight’s armor is pictured before an 
oversized stack of currency. 


Forums 


The 12th Annual Tax Forum spon 
sored by Title Insurance & Trust Co. of 
Los Angeles was held in that city o 
May 10 and duplicated in San Diego 
three days later. The audience in each 
case was confined to attorneys, trus 
company personnel, accountants and ad: 
vanced life underwriters. The speakers 
were all members of the California State 
Bar with Walter L. Nossaman, Los At- 
geles attorney and contributing legal 
editor for TRUSTS AND Estates, as chair’ 
man. 

Topics covered by members of the 
panel were: Recent Developments in the 
Field of Depreciation by Albert J. 
Galen; Use of Short Term Trusts in Tat 
Planning by William N. Greene; Tat 
Problems of the Surviving S souse dur 
ing Probate: Family Allowar « and Re 
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a book — “Federal Estate and Gift 
Taxes Explained” — were given to each 
of the guests. 

A Financial Forum for Women in 
Somerset County was sponsored on May 
17 by Somerset Trust Co., Somerville, 
N. J. The speakers were Donald I. 
Rogers, business and financial editor of 
the New York Herald Tribune and 
Eleanor Kropf, estate planning officer, 
Chase Manhattan Bank. In addition, the 
New York Stock Exchange film, “What 
Makes Us Tick,” was shown. 


Booklets 


A booklet entitled “The Fairfield 
County Trust Plan for Charitable Giv- 
ing,” published by Fairfield County 
Trust Co., Stamford, Conn., has been 
distributed to attorneys practicing in 
the Company’s banking area, as well as 
to certain charitable organizations which 
might benefit under the Plan. Essenti- 
ally, the Plan is one of setting up a 
trust agreement under which the donor 
(and possibly successive beneficiaries) 
will receive the income for life with dis- 
tribution to a designated charity (or 
charities) after his death. This can be 
worked out to reduce income and estate 
tax liabilities, as shown in table form. 

The 7th edition of “Investment Man- 
agement,” a 68-page hard covered book 
published by Fiduciary Trust Co., New 
York, while primarily intended to win 
customers for the Company, offers much 
sound advice in the general field of 
investments and trusts. Many of the pic- 
tures and some of the text from the 
Company’s advertising program have 
been incorporated for illustration. The 
book, the first edition of which was 
published some 25 years ago, is avail- 
able to readers of T&E on request to 
vice president George Leighton. 

A current folder from chairman Ed- 





rs tht nunciat'on of Bequests by Harlan F. 
. fee Harmse : Partnerships — Associations 
ine. — Trus's — Tax Status — Real Estate 
som Transac:.ons by Robert E. Kronemyer; 

g thf Loses © Small Business Stock — Sec. 

1244 > Arthur Manella; Deferred 
inves. p Compe! ition and the Constructive Re- 
ad gif ceipt Doctrine by Vincent c.. Page; Un- 

g, Po reasona! Accumulations i Small 
a 3), Business«s by John E. Scheifly ; Em- 

—F ployee |:xpenses — Deductibility by 

Charles i. Walker; Drafting Intervivos 
Trusts — State Street’s Message to Cali- 
fornia by Martin Webster; and Recent 
Changes in California Income, Inheri- 
tance and Gift Taxes by Richard F. 
Alden. 

The Los Angeles audience was one- 
third larger than that of any previous 
forum, with the entire orchestra section 
of the Philharmonic Auditorium eventu- 

—— ally occupied. The San Diego audience 

mes of at ‘the El Cortez Hotel also was larger 

nericay than last year. The Trust Company con- 

. Many siders this year’s forum one of the most 

ew and successful it has ever sponsored. 

accor An Estate Planning Forum for women 

ot sim| was sponsored on April 30 by the Bank 

of Delaware, Wilmington. After a panel 
ts vout discussion by officers of the bank, the 
estates} audience was given opportunity to ask 
vuch af questions. A buffet lunch was served to 
ad off the fifty guests. 

lumbu.) On April 23 an Estate Planning 

ich the} Forum for C.P.A.’s in the county and 

w vourf @ selected list of attorneys was spon- 

» today, sored by Worcester County (Mass.) 

rnev ing National Bank. Professor A. James Cas- 

est con} ner of the Harvard Law School spoke 

Consult} on “Estate Planning Problems Present- 

A guarl ed When Significant Portion of the Es- 

fore an} tate is Stock in Closely Held Corpora- 

tion.” Following the lecture and question 
period, refreshments were served in the 
Trust Department and lunch in_ the 
spor. cafeteria. An outline of the lecture and 
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Audie» ce and speaker’s platform at Title Insurance and Trust Company’s forum in 
Los Angeles. 





Fiduciary Trust Co.’s book on Investments 





ward L. Bigelow of State Street Bank & 
Trust Co., Boston, discusses the “com- 
mon paradox” that “wealth accumula- 
ted through intelligence, experience, and 
hard work of determined individuals, is 
often disposed of by inexperienced, less 
able persons” because of the mistaken 
belief that there is always “plenty of 
time” to make or revise a will. The let- 
ter offers a booklet: “Will-Making — 
The Chart of an Estate.” 

“What Canada’s Trust Companies 
Can Do For You” — published by the 
Trust Companies Association of Can- 
ada — reports a 60% increase in the 
amount of “other people’s money” en- 
trusted to Canadian trust companies in 
the last five years, and tells why in terms 
of explaining what a trust company is 
and does. The question-and-answer 
method is used and the point of view 
in selecting the questions is that of the 
trust prospect. At the very start the 
booklet states flatly that “a man should 
show the same good judgment in con- 
serving his assets for his own and his 
family’s use as he did in acquiring them 
. . . And he should keep in mind, too, 
that one of the most valuable assets of 
any estate is a responsible and experi- 
enced executor.” 

In a brief folder entitled “A Pertinent 
Question About Investments” United 
States Trust Co., New York, devotes a 
page each to why people choose U. S. 
Trust to manage their investments, why 
they look for expert counsel in the first 
instance, Financial Peace of Mind, and 
The Key to Investing. Two pages are 
filled with the answers to “Questions 
You Have Every Right to Ask Us.” 

The contrast between leaving an es- 
tate outright to wife. child and grand- 
child and leaving the same estate in 
trust is vividly portrayed in a two-page 
spread in the current issue of Crown 
Trust Co.’s (Toronto) “Digest.” 
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ESTATE TAX 


Widow’s allowance qualifies for mari- 
tal deduction. Pursuant to state law wi- 
dow was paid allowance for support dur- 
ing period of estate administration. Pro- 
bate Court had power to modify, dimin- 
ish or terminate such award upon peti- 
tion of “interested party.” Should award 
be modified downward, court could re- 
quire widow to account for excess. Com- 
missioner disallowed marital deduction 
claimed for allowance on ground that in- 
terest was terminable and could pass to 
some other person than surviving spouse. 

HELD: For estate. Interest is right 
to maintenance for limited period and 
property is money actually paid. Such 
right is inherently terminable; however, 
modification, diminishment or termina- 
tion will not pass interest in property, 
namely, money already paid to widow, 
to some other person. W. W. Shafer, 
Eazre. v. U.S., D.C. §.D., lowa; Apr. 25, 
1960. 


Spouse’s power to invade corpus qual- 
ifies interest for marital deduction. De- 
cedent created testamentary trust pro- 
viding for full net income to wife for 





FEDERAL TAX NOTES 


SAMUEL J. FOOSANER 


Foosaner, Saiber & Schlesinger, Newark, New Jersey 


life. In addition she was to receive “such 
portion of the principal of the trust es- 
tate of this trust up to the whole there- 
of as (she) shall from time to time re- 
quest in writing.” Trust was to termi- 
nate upon death of wife, unless sooner 
terminated by payment of full principal 
to her. General spendthrift clause in will 
restrained all beneficiaries of trust in- 
come or principal from impairing their 
rights thereto. Commissioner disallowed 
marital deducticn. 

HELD: For estate. Interest qualifies 
for marital deduction as life estate with 
power of appointment over corpus, which 
power was exercisable by her and in all 
events. Spendthrift provisions only ap- 
ply to term of trust, which court notes 
could be terminated by exhaustion of 
corpus by wife. Est. of L. A. Bourke v. 
Comm., TC Memo 1960-94, May 10, 1960. 


Charitable deduction denied for trans- 
fer to individual member of religious 
order. Decedent bequeathed portion of 
residuary estate to son. At time will was 
executed and at time of decedent’s death, 
son was member of religious organiza- 
tion. He had taken first perpetual vows 
of poverty prior to execution of dece- 
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dent’s will, and professed final vows sub. 
sequent thereto, but prior to decedent’; 
death. Any property passing to member 
subsequent to profession of final vows o 
poverty was required to be transferred 
to religious order. Estate claimed chari. 


table deduction for property passing ty | 


son. 

HELD: For Commissioner. Bequest 
was to son as individual and not to relig. 
ious organization. Fact that he was re. 
quired to transfer property to religious 
order does not alter nature of bequest, 
Est. of C. J. Barry, v. Comm., 34 TC No, 
20, May 10, 1960. 


Conditional bequest if wife dies prior 
to distribution of estate does not make 
wife’s interest terminable. Under dece- 
dent’s will, surviving spouse was entitled 
to one-half of his estate if she was liv- 
ing and cohabiting with decedent at time 
of his death. Should she die in common 
accident or die prior to distribution of 
estate, son was to receive $10,000 in 
trust. Estate claimed marital deduction 
for interest passing to wife. Commis 
sioner disallowed deduction and assessed 
additional tax. 

HELD: For estate. Conditional be- 
quest to widow’s son did not make wi- 
dow’s interest conditional or terminable. 
Will was clear with respect to bequest 
of one-half of estate to wife. Interest 
qualifies for marital deduction. M. H. 
Roberts, Exr. v. U. S., D.C. S.D. Calif, 
Apr. 15, 1960. 

Interest on estate tax refund to be 
computed on full amount due. Estate was 
entitled to refund of taxes as result of 
adjustment in valuations and deductions. 
Amount of refund would have been 
greater, but credit for state inheritance 
taxes had been overstated and required 
reduction. Commissioner determined that 
refund in amount equal to state inheri- 
tance taxes paid should be made without 
interest. 

HELD: For estate. Estate is entitled 
to interest on entire amount of refund. 
No part of refund could be based upon 
allowance of credit for state taxes since 
state taxes were all paid prior to filing 
of estate tax return and no additional 
state taxes were later paid. Morga" 
Guaranty Tr. Co. et al, Exrs. v. U.S» 
Ct. Cls., May 4, 1960. 
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ESTATES 


INCOME TAX 


Incom: tax lien enforceable against 
cash surrender value of policy. Assess- 
ments wre made against taxpayers for 
income taxes due, together with lawful 
interest. Commissioner sought to enforce 
liens ageinst cash surrender value of 
policy © ned by taxpayers. 

HELD: For Commissioner. Lien at- 
taches and is enforceable against tax- 


payers’ interest in cash surrender value 
of policies. Commissioner is entitled to 
have lien foreclosed by having taxpayer 
make necessary application for release 
of cash surrender value of policy. U. S. 
». Grobe, et al, D.C. Col., Apr. 8, 1960. 


Basis of property acquired from dece- 
dent. Decedent owned prepaid install- 
ment share accounts of building and loan 
association, for which he paid $2,300. 
Substantial stock dividend credits in 
amount of $115,200 had been applied to 
decedent’s account. Under association’s 
by laws, dividends could not be paid un- 
til share account matured or was sur- 
rendered. One year after decedent’s 
death, association purchased shares for 
$117,500 from estate. Commissioner con- 
tended that difference between amount 
paid for shares of $2,300 and $117,500 
received, represented dividend taxable 
as ordinary income. Estate argued that 
it was entitled as basis to fair market 
value of shares at date of death, namely, 
$117,500, with no resultant taxable in- 
come to it upon sale. 

HELD: For Commissioner. Basis was 
not fair market value, but cost to dece- 
dent of $2,300. Provisions with respect 
to fair market value where property is 
acquired from decedent do not apply 
where income is taxable to recipient as 
income in respect of decedent. In such 
case legatee must use decedent’s basis. 
Est. of W. P. Cooper v. Comm., T.C. 
Memo 1960-98, May 18, 1960. 


REVENUE RULINGS 


Estate tax: Adjustments required for 
estate tax credit for tax on prior trans- 
fers. Under taxing statutes, estate is 
allowed credit for estate tax paid on 
property transferred to decedent from 
transferor who died within two years 
before, or within two years after dece- 
dent’s death. 

Service rules that in computing credit 
imitation no proportionate adjustment 
‘o deductions is to be made for expenses 
r losses, except that provided for in 
‘ases involving charitable deduction. In 
‘omputing estate tax on reduced gross 
‘state, maximum marital deduction ap- 
tlicable is 50 per cent of amount equal 
adjusted gross estate excluding trans- 
‘ered property. Rev. Rul. 60-161, I.R.B. 
1960-17, p. 10. 


Estate tax: Indebtedness arising out 
if settlement incorporated in divorce 


ltne 1969 











decree. Decedent and wife had entered 
into property settlement agreement which 
was later incorporated in divorce decree. 
Agreement provided that decedent was 
to pay her specified amount of alimony, 
and to create trust, income of which was 
to be paid to himself for life and upon 
his death corpus was to vest in wife. 
Agreement further provided that dece- 
dent was to leave his wife one-third of 
his net estate, and trust corpus was to 
be part of this one-third. 


Service rules that where divorce court 
has power to decree property settlement 
or vary terms of prior settlement, and 
does approve agreement, indebtedness 
arising out of such settlement is consid- 
ered as founded upon decree, and is al- 
lowable as deduction to estate. If court 
cannot vary settlement agreement, de- 
duction is allowable only to extent trans- 
fer does not exceed reasonable value of 
support rights of wife. Rev. Rul. 60-160, 
I.R.B. 1960-17, p. 12. 


Agreement controls valuation of part- 
nership interest. Under terms of partner- 
ship agreement, decedent was restricted 
from transferring his interest during 
life, and upon death surviving partner 
had irrevocable option to purchase de- 
cedent’s interest for book value. On date 
of death book value of interest was less 
than its fair market value. Tax Court 
held that value of interest for federal 
estate tax purposes was book value. Est. 
of N. Fiorito v. Comm., 33 TC 440, Nov. 
30, 1959. 

Commissioner has now acquiesced in 


decision. 


Income tax: Organization to encour- 
age participation in governmental and 








political affairs not tax exempt. Organ- 
ization was created to conduct, on non- 
profit basis, projects solely for educa- 
tional purposes in field of government. 
Activities were directed toward encour- 
aging business men and women to be- 
come more active in politics by holding 
seminars and workshops on college and 
university campuses. Various  publica- 
tions were distributed throughout the 
country and materials on politics and 
government were supplied to schools. 
Service rules that organization is not 
organized exclusively for educational 
purposes where its activities are only 
indirectly concerned with cultivation, de- 
velopment or improvement of capabili- 
ties of individual through instruction or 
training. However, organization may 
qualify for exemption under section 501- 


(c)(4) of 1954 Code, as organization 
operated exclusively for promotion of 
social welfare. Rev. Rul. 60-193, I.R.B. 


1960-20, p. 24. 


Income tax: Exempt employees’ trust 
taxable on unrelated business income. 
Trustees of employees’ trust purchased 
railroad tank cars in name of trust. Cars 
were then leased to industrial company 
for term of years with option for re- 
newal of lease. Lessee had full respon- 
sibility for operation, maintenance and 
replacement of cars in case of loss. 

Service rules that leasing of cars con- 
stitutes unrelated trade or business. It 
does not come within exception of sec- 


tion 512(b) of 1954 Code which deals 
with certain rents derived from real 
property, including personal property 


leased with real property. Income there- 
from constitutes unrelated business in- 
come and is taxable to trust. Rev. Rul. 
60-206, I.R.B. 1960-21, p. 10. 
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JOHN D. ROCKEFELLER, JR., left an es- 
tate estimated at $150 million. The prin- 
cipal part of the estate is divided be- 
tween the Rockefeller Brothers Fund and 
Mrs. Rockefeller. The first portion of 
the residuary is not to exceed that part 
of the estate which is permitted to be 
bequeathed to a charitable institution 
under Section 17 of the N. Y. Decedent 
Estate Law. The will directs distribution 
of this amount to the Rockefeller 
Brothers Fund, but the first of three 
codicils provides that the executors, in 
their sole discretion, may pay any part 
or all of this portion of the estate to 
the Sealantic Fund. Mr. Rockefeller ex- 
pressed the hope that the trustees and 
directors of both funds, in administering 
the sums given to them, would have re- 
gard for the permanence and enrichment 
of the Riverside Church, the Metropol- 
itan Opera Association, Colonial Wil- 
liamsburg, Inc., the Metropolitan Mu- 
seum of Art, and the Jackson Hole Pre- 
serve, Inc. 

The other portion of the residuary is 
to be held in trust for Mrs. Rockefeller, 
and if she fails to appoint the remain- 
der, the principal is to be held in further 
trust for the benefit of testator’s sons 
and grandchildren and the remainder is 
to be paid to their descendants. 


The United States is devised a section 
of real property on Mount Desert Island 
in Maine for the extension of Acadia 
National Park, Sleepy Hollow Restora- 
tions, Ine. is to receive $1,000,000 and 
certain properties in Westchester County. 
Paintings by Duccio, Piero della Fran- 
cesca, Botticelli, Goya, and Chardin are 
among the art treasures bequeathed to 
Mr. Rockefeller’s children. The will pro- 
vides that Mrs. Rockefeller may retain 
these articles during her life, and if 
any articles are disclaimed by the chil- 
dren, they are to be distributed to the 
Metropolitan Museum of Art and the 
Frick Collection. In the final codicil, Mr. 
Rockefeller named a number of chari- 
table organizations to receive a fixed per- 
centage of any refund which is received 
by the estate upon claims for refunds of 
Federal income taxes for the year 1949 
through 1953. 

Named as executors and trustees are 
six individuals including sons John D., 
3rd, Nelson and Laurence. In the event 
that the number of executors or trustees 
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shall at any time be less than six, the 
vacancy is to be filled from a second 
group of six which includes decedent’s 
sons, David and Winthrop. If further 
vacancies occur, Mr. Rockefeller ex- 
pressed the desire that preference be 
given to individuals. 


ARNOLD M. JOHNSON, owner of the 
Kansas City Athletics American League 
baseball club, left an estate of over five 
million dollars. After making a bequest 
of stock to his brother, including 1000 
shares of Automatic Canteen Co. and 
10,000 shares of Northwestern Terra 
Cotta Corp., fifty per cent of the value 
of the adjusted gross estate, as deter- 
mined for Federal estate tax purposes, is 
transferred in trust for Mrs. Johnson 
to qualify for the marital deduction. 
In addition to the income, the trustees 
are directed to pay her an amount from 
the principal of this trust equivalent to 
the net income of the residuary trust 
established for the two Johnson children. 

If Mrs. Johnson does not exercise her 
power of appointment, the remainder 
of the marital deduction trust is to be 
added to the principal of the residuary 
trust. The net income of the latter trust 
is to be accumulated until the marital 
deduction trust is exhausted or 21 years 
have elapsed since the death of the 
testator, and thereafter it is distribut- 
able to the widow. The remainder is di- 
vided between the children, each child 
having the right to withdraw 25% of 
his share at age 25, 3314% at age 30, 50% 
at age 35, and after attaining age 40, 
any part or all of the remainder. After 
a child has attained 30, the trustees are 
granted the power, in their sole discre- 
tion, to increase the above mentioned 
withdrawal percentages to 4314% and 
60%. City National Bank and Trust Co. 
of Chicago and Mrs. Johnson are named 
executors and trustees. 


KENNETH A. SPENCER, founder and 
chairman of Spencer Chemical Co., di- 
vided the bulk of his 20 million dollar 
estate into two trusts. Trust “A” is a 
marital deduction trust, and through the 
use of the “failure-to-appoint” clause, 
the testator directs the fund to be held 
in further trust for The Spencer Foun- 
dation. The trustees, the directors of 





the Foundation and the First - ationg) | 
Bank of Kansas City, Mo., are ‘irectg | 
to distribute any part of the ; incipal 
to the Foundation upon receip: of th 
written request of its directors. 
From the principal of Trust * 8”, th | 
trustees are directed to distribu: $209. 
000 to five relatives of testator and his 
wife, and $200,000 to three inst tutions 
including Baker University. The rusters 
may make these distributions wien they 
deem advisable, but in no event may 
they be required to distribute prior t) 
the expiration of ten years after My 
Spencer’s death. No interest is payable 
and dividends are to be added to the 
principal of the trust. The will als 
makes provision for the  proportiona| 
abatement of the distributions if thei; 
total value exceeds fifty per cent of the 
market value of the trust at the date of 


testator’s death. Among the income bene. 
ficiaries of Trust “B” is a group of nieces 
and nephews who are bequeathed $20) 
per month while regularly attending 
school away from home, plus tuition fees 
up to $1,000 a year. An eight-year limit 
is placed on college or university train. 
ing. Provisions for the distribution of 
income and principal, similar to those 
of Trust “A”, are directed for the bene. 
fit of the Spencer Foundation. 
Testator’s brother, the directors of 
the Spencer Foundation, and the First 
National Bank of Kansas City, Mo., are 
named executors with respect to that 
part of the estate located outside of 
Kansas. Johnson County (Kans.) Na- 
tional Bank and Trust Co. is named in 
lieu of the First National Bank with 
respect to the balance of the estate. 


ALFRED W. STERN, manufacturing ex- 
ecutive, left the bulk of his estate in 
trust for his wife and children and be- 
queathed most of his collection of Abra- 
ham Lincoln documents to the Library 
of Congress. The will named Mrs. Stern 
and Continental Illinois National Bank 
& Trust Co. of Chicago co-executors. 
The collection of books and pamphlets on 
Lincoln, reputed to be the largest in the 
world, is already on permanent exhibit 
at the Library of Congress. 

The executors have asked the gover- 
nors of North and South Dakota to de. 
termine which state will receive Lit- 
coln’s letter appointing Newton Edmund: 
as governor of Dakota Territory. The 
will provided that if no agreement is 
reached within six months of Mr. Stern’s 
death, the latter will become part of the 
Library collection. 

Specific bequests were made to sevell 
Chicago charitable and cultura! institu 
tions, and for Mr. Stern’s son-in-law, two 





daughters-in-law, and his grandchildren, 
as well as to an old friend. Of the resi- 
due, 40% was left in trust for Mrs. 
Stern and the balance in three equal 
trusts for Mrs, Stern and the ‘hree chil- 
dren. 
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a : | . f 2 T d F : ' on cases in which surrogate may dis- 
cis | LEGLSLALLON A fecting rusts ANG EStates pense wholly or partly with bond of 
the : guardian of infant entitled to insurance. 
(Second 1960 Report) Ch. 719: Amends Sec. 251, Surrogate’s 
’, the GEORGIA lishes certain presumptions in determin- Court Act, to permit filing as well as 
5200,. Ch 5: Adopts Uniform Act for ing intent with respect to period of sus- recording of instruments privately set- 
d his simplific: tion of Fiduciary Security Pension: (a) interest is valid; (b) refer- tling accounts of fiduciaries. 
tions, Transfers. ence to person’s spouse is to one in being Ch. 818: Adds Sec. 425 to Personal 
1stees on effective date of instrument; (c) event Property Law to authorize payment or 
| they MARYLAND affecting duration or vesting must occur, delivery to foreign fiduciary of assets 
- May Ch. 92: Adopts Uniform Act for Sim-_ if at all, within 21 years if it is one of held by person, firm or fiduciary in this 
- to plification of Fiduciary Security Trans- following: probate of will, appointment state unless latter has written notice of 
an fers. of executor or trustee, location of heir, appointment of fiduciary or existence of 
: “ a en payment of debts, sale of assets, settle- creditors in this state, or unless fiduciary 
\ ai ment of estate, determination of death here has reason to believe that foreign 


Ch. 200 (Laws of 1959, enacted Feb. 


es . tax questions, or like contingency. fiduciary or persons he represents would 
tional} 49 1960): Adopts Uniform Act for 





Ec tieation of Wideclecy Securit Ch. 458: Adds Sec. 179-c, Real Prop- not have benefit or control of legacy or 
of the a A = y Y erty Law, to declare that validity of di- distributive share. 
ate of Transters. rection, under instrument executing pow- Ch. 893: Adds Sec. 135, Decedent Es- 
bene. NEW YORK er, for accumulation of income from real tate Law, to provide for judicial approval 
nieces Ch. 448: Amends Secs. 42 and 11, re- personal property is to be determined of application to compromise action for 
- $200 spectively, of Real Property Law and by law as of date of execution of power. wrongful death, such approval to be con- 
nding personal Property Law relating to sus- Ch. 500: Amends Sec, 249-ll, Tax Law, clusive evidence of adequacy of compro- 
n fees pension of absolute power of alienation to make all estate tax liens on real prop- mise in proceeding to settle fiduciary’s 
' limit) and ownership to provide complete uni- erty cease after 15 years from date of account. 
train- formity with common law rule against ¢crual, regardless of assessed valuation Ch. 975: Transfers portion of Sec. 269, 
wry perpetuities by permitting period in (previously 20 years if over $10,000). Surrogate’s Court Act, dealing with de- 
those gross of 21 years in addition to lives in Ch. 563: Conforms state personal in- posit of assets in court where beneficiary 
bene. being, thus abandoning old provision come tax to Federal laws. would not have benefit or control thereof, 
allowing contingent remainder following Ch. 566: Amends Sec. 249-s(1), Tax to new subdivision and adds provision, 
es of} yemainder to person who died under 21; Law, to deny estate tax deduction for in case of alien beneficiary, placing bur- 
irst 


makes concomitant changes in Secs. 178 administration 


expenses, medical ex- den of proving otherwise on him or per- 
0., ale f and 179, Real Property Law, dealing 


penses, casualty losses or theft unless son claiming through him. 


a with computation . term of suspension return or other instrument shows that Ch. 1066: Adds Sec. 47-f, Decedent 
: ee - anne to take under exercise of same will not be claimed on Federal or  fgtate Law, (a) validating designation, 
ned inf = state income tax return of decedent or as beneficiary of life insurance proceeds, 
— Ch. 449: Transfers provisions of Sec. estate for taxable year ending on or _ of trustee under agreement made by in- 
* 46, Real Property Law, to Sec. 50, pro- after Dec. 31, 1960. sured during lifetime, even though trust 

vidng that contingent remainder shall Ch. 612: Amends Secs. 32 and 274, corpus consists of nothing other than 
— not be created on term of years unless respectively, of Personal Property Law right to receive proceeds; (b) permitting 
is Se it must vest within permissible period; and Real Property Law, relating to designation of trustee named by will, in 


wits repeals Secs. 43, 44, 45 and 47, now ob- 


transfer or mortgage of in‘erest in dece- which case proceeds payable to trustee 
pene solete as result of changes in rule. 


dent’s estate, to provide that required shall be administered in accordance with 
ibrary | Ch. 450: Adds Sec. 179-a, Real Prop- filing or recording shall not charge legal terms of will as of date of death and 
Stern | erty Law, to make it clear that absolute representative of estate with liability shall be subject to debts and taxes to no 
Bank | Power of disposition presently exercis- for payment to legatee or beneficiary un- greater extent than if payable to named 
cutors. | able does not come within rule of Secs. less he has received actua! notice of con- beneficiaries and not estate of insured; 





lets on } 178 and 179 to effect that, in case of veyance, assignment or transfer. proceeds shall be payable to estate if no 
in the | instrument executing power, period must Ch. 617: Amends Sec. 180, Surrogate’s qualified trustee makes claim within 18 
exhibit } be computed from time of creation of Court Act, to eliminate limit of $10,000 (Continued on page 616) 


power; further declares that where 
gover Power of disposition is reserved by aa 
to dee § Stantor, period is computed from date 
e Lin- § Yhen power terminates. 


3 Ch. 451: Adds Sec. 179-b, Real Prop- Protect your mortgage investments wich 


ety Law, to provide that, in determining 








nent is validity of interest created by instru- Berks Title Insurance policies. Berks Title offers full 

Sterns f ment executing power, facts and circum- , ; Pee ee oe ee oe oe 

of the stances existing at time of execution service to corporations and individuals Wno uy, ease OF 
may be taken into account, even though otherwise invest in real estate. 

) sevel § period of permissible suspension must be 

institu- 


tomputed from time of creation of power. 
aw, two 


sia, ia Adds paragraphs to Sees. 42 Poths Vite IN S URA NC E C 0 M PA N Y 


ne resi: espectively, of Real Property 
xr Mrs. —_ and Personal Property Law, to vali- READING, PENNSYLVANIA 
equal late interest which depends for vesting 
ai chil- 0? durat: mM upon person attaining or 
‘ailing to attain age in excess of 21 by 
teducing age contingency to 21; estab- 





Agencies throughout Pennsylvania... Delaware... Maryland . . . Virginia 
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FIDUCIARY 
=. DECISIONS 





BENEFICARY RELATIONS — Comprc- 
mise Agreement Between Heirs and 
Trustee Not Subject to Attack by 
Children of One of Heirs 


Massachusetts—Supreme Judicial Court 
Willcutt v. Prescott, 1960 A.S. 391. 


Petition was filed in the Supreme 
Judicial Court for a declaratory judg- 
ment to the effect that a compromize un- 
der G.L. 204, §14, approved by the court 
July 7, 1934, was not binding on the 
plaintiffs because they were not made 
parties and no guardian ad litem was 
appointed to represent them. The plain- 
tiffs were children of Charles Willcutt, 
who died in 1952 and who was one of the 
heirs of Mary Hooper, who died in 1924. 
A controversy between the legal heirs 
and the trustees of a fund set up by the 
will with approval by the court. The 
parties to the compromise were the trus- 
tee, and “then heirs,” and the Attorney 
General filed demurrers to the bill, which 
were sustained. 

HELD: The plaintiffs could not pre- 
vail. They were not mentioned in Mary’s 
will and were not her heirs at law, either 
at the time of her death or in 1934. On 
either of those dates they had no interest 
in the residue or contingent interest in 
Mary’s estate. Accordingly there was no 
occasion for appointing a guardian ad 
litem for them. If the residuary trust 
failed, the property, by intestacy, would 
belong to the heirs at law of Mary as of 
the date of her death. 

This was a _ proper case for a de- 
claratory judgment, as the parties were 
at issue in respect to the plaintiffs’ con- 
tentions. The decree should state that 
the compromise agreement and decree 
complied with the statute and could not 
be attacked by the plaintffs. 


BENEFICIARY RELATIONS — League 
of Women Voters Entitled to Take 
Under Will 


California—District Court of Appeal 

Estate of Anderson, 179 A.C.A. 607 (April 7, 

1960). 

The will bequeathed the residue of the 
estate in trust with remainder to the 
League of Women Voters of the United 
States. Cal. Probate Code Sec. 27 desig- 
nates that a testamentary disposition 
may be made “to corporstions formed 
for religious, scientific, literary, or solely 
educational * * * purposes.” The League’s 
articles of incorporation state that the 
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business and objects of the corporation 
shall be “to promote political responsi- 
bility through informed and active par- 
ticipation of citizens in government; to 
render such other services in the inter- 
ests of education in citizenship as may 
be possible * *” The League by-laws 
are substantially to the same effect, and 
by-laws prohibit it from supporting or 
opposing any political party or a candi- 
date. The League’s statement of claim 
alleged that it takes positions supporting 
certain legislative measures and oppos- 
ing others, that it attempts to furnish 
its members with both sides of an issue, 
that it makes a study of political prob- 
lems and takes the position which it be- 
lieves to be in the public interest. From 
an order in proceedings to determine 
heirship decreeing the League entitled to 
take under the will, an heir appealed. 
HELD: Affirmed. The lower court’s 
finding that the League is a corporation 
“formed for * * * solely educational * * * 
purposes is correct.” The term education 


should be given a broad meaning. The 
court is not bound by tax decisions 


holding that the League was not entitled 
to a tax exemption, because, evidently, 
of its activities in attempting to influ- 
ence legislation. 


CHARITABLE TRuSTS — Cy-Pres Doc- 
trine Applied —- Expenses of De- 
claratory Judgment roceedings 
Charged to Trust 


Washington—Supreme Court 

Puget Sound National Bank v. Zasterday, 155 

Wash. Dec. 898, 350 P. 2d 444. 

Easterday left the residue of his es- 
tate to the Bank in trust, to be used to 
give each patient discharged from the 
White Shield of Tacoma a sum 
not to exceed $150, the amount to be 
determined by the management of the 
Home and approved by his executors. 
The will provided: “In the event that 
the said Home should be discontinued or 
for any other reason the trust cannot 
be literally carried out, I direct that the 
French rule and doctrine of cy pres be 
invoked.” The will named J. Bancroft 
Lawton and the Bank as co-executors. In 
a codicil Mr. Lawton was named sole 
executor, and the Bank was named alter- 
nate to serve in the event of Mr. Law- 
ton’s death or incapacity. Mr. Easterday 
died in 1936 and Mr. Lawton was ap- 
pointed sole executor. 


Home 


The White Shield Home was 


1COrpo- 
rated in 1889. In 1891 the corpora‘ ion nl 
dissolved and the Women’s ristian 
Temperance Union thereafter Mages 
the Home until 1956, when th Hom 
ceased operations after the Statc refuseg 
to renew its license. The Home, locateg 
in Pierce County, Washington, vas de. 
voted exclusively to rendering aid anq 
care to unwed mothers with their firg 
pregnancy. 

Commencing in April, 1940, patients 
discharged from the Home began regeiy. 
ing financial assistance under the Easter. 
day Trust. After the closing of the es. 
tate in 1951, the payments to patients 
were continued upon applications by the 


W.T.C.U. after approval by the 
trustee. 
When 


sank as 


the Home ceased ions in 
1956, the Bank as trustee instituted this 
action for declaratory judgment to de. 
cermine its duties as to the dispositioy 
of the trust assets. The Trial Court en. 
tered a decree invoking the doctrine of 
cy pres to maintain the trust, directing 
that the trust funds used for the 
benefit of unwed mothers discharged 
from three located in King 
County, Washington, operated in_ the 
same manner as the former White Shield 
Home, provided that payments shall lk 
made only to unwed mothers who are 
residents of Pierce County, Washington, 
at the time of their admission to one 
of the homes, and who are pregnant by 
their first pregnancy. The heirs of the 
decedent appealed. 
HELD: Affirmed. The 
powers were not granted to the W.C.TU. 
alone, but to the management of the 
Home, nor were discretionary powers 
granted to Mr. Lawton alone, but to the 
executors, The powers granted were not 
made clearly personal to Mr. 
and the W.C.T.U. The Court 


oper: 


be 


homes 


discretionary 


Lawton 


applied the judicial doctrine of cy pres 
after ascertaining the intent of the test- 
ator and, after finding that the testator 


had a broad, general, charitable intent 
to aid a particular class of 
namely unwed mothers, directed that the 
trust funds be applied to that 
which would most nearly effectuate the 
testator’s intent as expressed in his will. 
Furthermore, the testator specifically 
provided that the cy pres doctrine should 
be invoked in the event the trust could 
not be literally carried out. 

The Trial Court properly awarded t 
appellants their attorney’s fees and stat- 
utory costs payable from trust corpus. 


persons, 


pu rv Se 


CLaims — U. S. Had No Right to 
Lien Upon Settlement for Wrong: 
ful Death After Payments Under 
Compensation Act 


U. S. Court of Appeals— 
District of Columbia Circuit 


Randall v. United States, 276 F. 24d —: 
Among the victims of ar airline 
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Under 
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airlinel 


‘STATES 


crash WuS one Randall, an employee of 
the Uniied States Government who was 
travelliny: on official business. His death 
during the course of his duty eliminated 
governmental liability under the Federal 
Tort Claims Act. Therefore, the govern- 
ment’s liability was limited to the ap- 
plicable provisions of the Federal Em- 
ployees’ ¢ ompensation Act for payments 


at stipulated rates to persons of vary- 
ing degrees. There are no provisions for 
payment to the decedent’s personal re- 
presentative. Because of the statutory 
prohibition the administratrix filed suit 
against the airline only and a settlement 
was negotiated for $37,500. Soon after 
the fatal accident, Randall’s widow filed 
claim for compensation under the Com- 
pensation Act. Up until the time of her 
remarriage she received a total of $17,- 
165. The United States claimed it was 
entitled to reimbursement of that sum 
out of the airline settlement, contending 
that the administratrix — Mrs. Randall 
— had received the sum of $17,165 under 
the provisions of the Federal Employees 
Compensation Act as the widow of dece- 
dent. The Court granted the Govern- 
ment’s motion for summary judgment. 

HELD: Reversed and remanded. The 
flaw in the Government’s position is that 
the widow who personally received com- 
pensation from the United States had no 
right of action against the airline, and 
the suit against it was not brought on 
her behalf but by a fiduciary — the ad- 
ministratrix — on behalf of the estate. 
If, after Randall’s debts are paid, his 
widow personally becomes entitled either 
to part or all of the remainder of his 
estate, it will still be true that she never 
had a claim against the airline. It is no 
more than a fortuitous circumstance that 
in this case the administratrix, to whom 
the settlement was to be paid, and the 
widow, to whom the compensation was 
paid, were one and the same. 


CORPORATE TRUSTS — Stock Trans- 
fer Agent Liable for Delay of Re- 
quested Transfer 


Illinois—Supreme Court 

Holmes v. Birtman Electric Company et al, 18 

Ill. 2d 554. 

Plaintiff and her father owned 2,697 
shares of common stock of defendant 
company as joint tenants. Upon the death 
of her father, plaintiff’s sister filed suit 
fr a declaratory judgment that the 
shares were held in trust for the benefit 
of herself and plaintiff as the only heirs 
f her father and further asked for a 
‘mporary injunction restraining the 
‘ale, transfer or assignment of stich 
shares by plaintiff. 

When plaintiff requested that new cer- 
‘ifleates be reissued in her name as sur- 
‘wing joint tenant, defendant’s transfer 
‘gent refused to do so until determina- 
on of the suit commenced by plaintiff’s 
‘ister. When the suit was dismissed and 





lune 1969 


the injunction denied, plaintiff requested 
and received the new certificates. She 
then filed suit against the corporation 
and its transfer agent for damages suf- 
fered by reason of the depreciation in 
value of the stock during the delay. The 
lower court held for plaintiff; the Appel- 
late Court reversed. 

HELD: Reversed. If a corporation 
wrongfully refuses to permit a valid 
transfer of stock on its books, the trans- 
feree can treat such refusal as a con- 
version. While a corporation confronted 
by conflicting claims as to the stock may 
make a qualified refusal to transfer the 
shares where there is reasonable doubt 
as to the merits of the adverse claims, it 


cannot arrogate to itself the functions 
of a court and conclude the rights of the 
claimants. In this case the allegations 
by plaintiff’s sister were insufficient to 
support such reasonable doubt, and the 
transfer agent, by refusing to reissue 
the stock, assumed the role of a court 
in litigating the rights of the parties. 
The delay in reissue cannot be justified, 
and the defendant is thus liable for any 
damages suffered by plaintiff because of 
such delay. (See commentary in Barclay 
column, March T&E, p. 260.) 
A A A 

© The earnings of trust departments in 
State chartered trust institutions in Kan- 
sas for 1959 total, $58,248. 
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DISTRIBUTION — Devise to “Heirs” 
Governed by Law of “Ancestral” 
Property 


Tennessee—Court of Appeals, Western Section 
Spencer v. Stanton, 333 S.W. 2d 225. 


Testator devised certain real estate to 
his son for life, and upon the son’s death, 
to his “heirs.” By a separate provision of 
the will, testator directed his executor 
to purchase other real property, and to 
take title to the same “giving my said 
children a life estate only in same and 
to their heirs at their death.” Testator 
was survived by only one son, who died 
without issue. His nearest of kin on the 
maternal side were first cousins and their 
children. He also left relatives on the 
paternal side. 

If the property were to go to the per- 
sons nearest of kin by degree, as in case 
of personal property, the maternal rela- 
tives would inherit the remainder, On 
the other hand, Tennessee has an “an- 
cestral property” statute, providing that 
when a deceased has inherited land from 
a parent, and dies without issue, the 
property is inherited by the heirs of the 
parent from whom it came. The Chan- 
cellor held that under this statute the re- 
mainder interest should go to the rela- 
tives of the deceased’s son on _ the 
paternal side, and that the word “heirs” 
as used in the will would be given its 
legal meaning, that is, those persons 
who inherit real estate in case of in- 
testacy. 


HELD: Affirmed. It is insisted that the 
effect of the Chancellor’s holding is to 
treat the property as though testator’s 
son owned a fee simple title, rather than 
merely a life state. When the term 
“heirs” is used with reference to real 
estate, normally those persons who would 
inherit real property in case of intestacy 
under the Statutes of Descent are per- 
mitted to take. There is nothing in the 
language here to indicate that testator 
intended the interest of the “heirs” of his 
son to be determined in any other man- 
ner. Under the Statutes of Descent, in- 
cluding the “ancestral property” law, 
the remainder interest must be held to 
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pass to the heirs of the parent from whom 
the land came. 


DISTRIBUTION — Widow’s Right to 
Corpus in Trustee’s Discretion Lib- 
erally Construed 


New Jerssy—Superior Court 

S‘bscon v. First Naticnal Bank & Trust Co., 160 

A. 2d 76. 

Decedent left residuary estate in trust 
for benefit of wife. She was to be paid 
income for life and as much of principal 
as trustee in its sole discretion should 
determine necessary for her support, 
health and maintenance. Will further 
provided that if there was anything left 
upon wife’s death, it was to devolve to 
testator’s brother and sister. Surviving 
spouse made demand for additional pay- 
ments from principal, and instituted ac- 
tion for construction of trust provision 
of will. 

HELD: Will liberally construed. Con- 
struction of will depends upon intention 
of testator expressed therein. Fact that 
testator contemplated possibility that 
there might be no corpus left for re- 
mainderman indicates that his wife was 
primary object of his bounty. Intention 
manifested from will as whole indicated 
use of corpus was to be liberally applied 
to wife’s needs. 
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FIDUCIARIES — Corporate Trustee 1 anini 


Not Guilty of Self-Dealing Through 
Commercial Department — Liable 
for Lost Profit 


Pennsylvania—Supreme Court 


Lerch Esiate, 399 Pa. 59. 


The corporate trustee held a 47% 
decedent-owned voting interest in a close 
corporation under a provision in the will 
authorizing retention. Its trust officer 
was on the Board of Directors, and its 
commercial department made loans to 
the corporation. The corporation got into 
financial difficulties, and in order to ob- 
tain additional machinery, authorized the 
President to purchase and install the 
needed machines, at his own expense 
with an option in the corporation to pur- 
chase them at original cost within one 
year of installation. Further difficulties 
developed, and the directors decided to 
liquidate. An offer of $125,000 for ma- 
chinery was rejected, and an offer of 
$149,350 for all of the stock was ac- 
cepted, on the ground that the value of 
the assets beyond the machinery was 
doubtful. At the same time the President 
sold his machines at a $24,000 profit. A 
beneficiary demanded that the trustee be 
surcharged for negligence in selling the 
stock, for self-dealing in making loans 
from its commercial department, and for 
allowing the President to make a profit 
on the operation of and sale of the 
machinery he bought. The lower Court 
refused the surcharge and _ beneficiary 
appealed. 


HELD: Modified and remanded. The 
sale of the stock was a matter of judg- 
ment reasonably and prudently exer- 
cised, the loans did not involve any pur- 
chase or sale of assets belonging to the 
commercial department and the profits 
from the operation of the machinery were 
made with the full agreement of the di- 
rectors. However, the profit on the sale 
of the machinery could have inured to 
the benefit of the trust if the option has 
been exercised. The case is therefore re- 
manded with direction to enter a sur- 
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charge against the trustee upon deter- 
mination of the exact amount of the profit 
made on the sale of the machinery. 


JURISDICTION — Probate Court Has 
Authority to Settle Accounts of Ad- 
ministrators 


Tennessee—Supreme Court 
Teague v. Gooch, 333 S.W. 2d 1. 


Upon the death of decedent, apparently 
intestate, Letters of Administration were 
issued to an administrator appointed by 
the Probate Court. Within a few months, 
however, a will of the deceased was dis- 
covered, and the executor named therein 
was appointed by the Probate Court and 
duly qualified. Thereupon the administra- 
tor resigned and filed his account with 
the Clerk of the Probate Court. The ex- 
ecutor excepted to the report of the ad- 
ministrator, and insisted that the ad- 


' ministrator had not accounted for all 


items of the estate. The Probate Judge 
held that he was without jurisdiction to 
entertain the exception. On appeal the 
Circuit Court affirmed the action of the 
Probate Court, and held that neither the 
Circuit nor Probate Courts had jurisdic- 
tion of the matter. The Court of Appeals 
reversed and the administrator appealed. 
HELD: Court of Appeals affirmed. 
The probate court is by statute expressly 
given jurisdiction over the settlement of 
accounts of executors or administrators. 
Although the probate courts do not have 
jurisdiction to construe wills or try will 
contests, such courts, or the Circuit 
Court on appeal, has jurisdiction to hear 
proof on and determine questions as to 
whether or not the administrator had 
properly accounted for the assets. 


LIFE TENANT & REMAINDERMAN — 
Allocation of Taxes — Discretion 
of Trustee — Interest of Legacies 


California—Supreme Court 
Estate of Hill, 54 A.C. 31 (April 22, 1960). 


1. Taxes assessed on real properties 
prior to testator’s death are chargeable 
against trust principal rather than in- 
come since they constitute a debt in- 
curred during the testator’s lifetime. 
This rule applies both to income and 
hon-income producing property. 

2. General rule is that regularly re- 
curring taxes assessed against trust 
property are payable out of income sub- 
ject to the exception stated in 1 above, 
and the further exception that taxes as- 
Sessed against non-income producing 
property are payable out of principal. 

3. Provision giving trustee discretion 
to charge taxes against principal or in- 
tome does not give that discretion to 
executor although executor and trustee 
are the same person. 

4. In absence of contrary provision in 
will creating testamentary trust, benefi- 
tiary’s right to income commences from 
date of testator’s death. 


June 1960 


5. Under Section 162, Cal. Probate 
Code, beneficiary of a trust entitled to 
trust income commencing at testator’s 
death is entitled to interest at 4% on 
any unpaid accumulations of such in- 
come held by the executor or administra- 
tor on each anniversary of the decedent’s 
death, computed from the date of such 
anniversary. From such interest will be 
deducted the amounts, if any, paid the 
beneficiaries from the earnings upon the 
retained sums. If the earnings already 
paid them exceed the interest, they are 
entitled to retain them. They may not 
have both the interest and the earnings 
made by the retention of the interest. 


LIFE TENANT & REMAINDERMAN — 
Investment Company Capital Gains 
Dividends Belong to Income 


Maryland—Court of Appeals 
Rosenburg v. Lombardi, 222 Md. 346. 


A trust created by a decedent who died 
in 1934 contained as an original invest- 
ment shares of capital stock of The Leh- 
man Corporation, a regulated closed-end 
investment company. In 1958 the trustees 
received a capital gains dividend de- 
clared out of securities’ profits earned by 
Lehman during 1957. The dividend was 
payable in stock or in cash at the option 
of stockholders, and the trustees had 
here elected to take cash. During the 
holding period of the stock by the trus- 
tees, the net asset value of the fund held 
by Lehman Corporation had more than 
trebled in value despite its consistent 
practice of paying out substantially all 
of its capital gains. 

Relying on an earlier unappealed 
Maryland decision holding such capital 
gains dividends to be principal, the 
Chancellor ruled that Lehman capital 
gains dividends should be accorded simi- 
lar treatment. The life tenants appealed 
and were joined by the trustees who had 
consistently paid out such capital gains 
dividends as income since the inception 
of the trust. 


HELD: Reversed. The case is con- 
trolled by an earlier Maryland decision 
in the Court of Appeals holding that 


a 





“Oh, it’s really still Smadby back there giv- 

ing me the answers. I just didn’t want other 

businessmen to think I’m not in step with 
the times!” 





distributions of securities’ profits made 
by a corporation in the business of buy- 
ing and selling securities are to be 
treated as income in trust estates created 
before the adoption of the uniform Prin- 
cipal and Income Act in Maryland. 

Despite adverse criticism from some 
learned commentators, the Court of Ap- 
peals also relied on a number of lower 
court decisions in New York holding such 
capital gains dividends to be income, It 
rejected the contentions of the remain- 
dermen that capital gains distributions 
should be treated in the same way as 
securities’ profits realized by common 
trust funds. 

(See Barclay column herein at p. 571.) 


PERPETUITIES — Rule Against Not 
Violated Where Broad Powers Given 


Ohio—Court of Appeals 
Finkbeiner v. Finkbeiner, 165 N.E. 2d 825. 


Testatrix left her entire estate to an 
individual, in trust, with extremely broad 
powers, including the almost unlimited 
power to manage, control and dispose of 
both the income and principal, and the 
power to discriminate among five named 
beneficiaries so long as the trust en- 
dured, i.e., “until my grandson, Marvin 
Douglas Freeman, shall, or would if he 
lived so long, attain the age of thirty 
(30) years.” The will further provided 
that in the event that the trust estate 
be not wholly disposed of during the 
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period so limited, “then in such event 
such part not disposed of shall vest in 
equal shares in such of my grandsons, 
Marvin Douglas Freeman, Milan Dean 
Freeman and Marcus Dale Freeman, as 
shall be living when my grandson, Mar- 
vin Douglas Freeman, shall, or would if 
he lived so long, attain the age of thirty 
(30) years and the trust shall cease and 
determine.” The three grandsons named 
were among the five beneficiaries earlier 
mentioned. 

The trust was attacked on the ground 
primarily that the trust violated the 
Ohio rule against perpetuities “No in- 
terest in real or personal property shall 
be good unless it must vest, if at all, not 
later than twenty-one years after a life 
or lives in being at the creation of the 
interest.” 

HELD: The rule against perpetuities 
was not violated. Despite the plenitude 
of the powers conferred, a trust relation- 
shop was created, legal title vested in 
the trustee and equitable title vested in 
the five beneficiaries, subject to power 
of the trustee to favor some beneficiaries 
over others, a condition subsequent di- 
vesting title, not a condition precedent 
to the vesting of equitable title. Whether 
the equitable estates are vested or con- 
tingent, they are merged in the com- 
plete title transferred upon termination 
of the trusts. There is no uncertainty as 
to the ultimate beneficiaries to whom 
legal title will be transferred; all three 
of them are named (and were living at 
the time the trust was created) and 
whoever has survived will take. 


SPOUSE’s RIGHTS — Court Would 
Not Order Trustee of Incompetent 
Widow to Take Against Will Ade- 
quately Providing for Her 


Delaware—Court of Chancery, New Castle Co. 
Fidelity-Philadelphia Trust Co. v. Wilmington 
Trust Co., 159 A. 2d 292. 

Testator created a trust of the residue 
from which two-thirds of the income 
was to be paid to his wife for life. The 
other one-third was to be paid to his 
niece until the death of the wife when 
the niece was to receive the entire prin- 


cipal outright. The will then provided: 
“In the event, however, that my said wife 
should elect to take her interest in my 
estate and not under this will then the 
executor hereof, after apportioning and 
conveying and delivering said dower in- 
terest or share, shall transfer, convey 
and deliver the remainder of said estate 
unto my said niece forthwith.” 

The testator, a resident of Delaware, 
had drawn his own will, and had executed 
it in the office of the executor (Fidelity- 
Philadelphia Trust Co.) in Philadel- 
phia, Pa. Testator held no individually 
owned real estate at the time of his 
death; his entire estate approximated 
$382,000. Testator’s widow, a mentally 
ill person, was represented by her trus- 
tee, Wilmington Trust Co. The provisions 
for her care approximate less than $3,000 
per year, whereas her share of income 
under the trust would approximate 
$6,400 a year. 

The executor sought instructions be- 
cause it was uncertain whether the testa- 
tor intended to give the widow an elec- 
tion to take, in lieu of the provision of 
the will, what would have been her share 
had he died intestate. The widow’s trus- 
tee contended that the testator intended 
that the law of Pennsylvania should ap- 
ply and that under the Pennsylvania 
law an election could be made to take 
against the will, thereby taking an in- 
testate share of the estate. 

HELD: The widow had no election to 
take what would have been her intestate 
share had her husband died intestate. 
Assuming the applicability of Pennsyl- 
vania law, including those provisions 
which require the court to make the elec- 
tion for the trustee for the widow and 
in making such election to favor a taking 
under the will if its terms adequately 
provide for the needs of the widow, the 
court ruled that the provisions for the 
widow under the will were more than 
adequate and that it could not, therefore, 
order the trustee to elect to take against 
the will. 


SPOUSE’s RIGHTS — Common Law 
Remarriage Nullified Waiver of 
Rights in Estate 
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Pennsylvania—Supreme Court 
Waégner Estate, 398 Pa. 531. 


After 20 years of marriage, decedent 
and his wife were divorced. Thereafte 
they declared in the presence of wit. 
nesses that their divorce was a mistake 
and that they were going to reunite 
Thereafter they lived together for 1) 
years until they separated again in 1955 
and were separated at decedent’s death 
in 1958. It appeared, however, that de 
cedent had mistreated her, causing her 
withdrawal. It also appeared that at 
the time of the divorce the parties made 
an agreement in which each surrendered 
his or her interest in the other’s estate, 
The wife filed an election to take against 
decedent’s will, The lower Court vacated 
the election and the wife appealed. 





HELD: Reversed. The law’s role of 
mere toleration of common law marriage 
should be reversed and the status of 
remarriage favored even if acquired 
with common law informality. The action 
of the lower Court holds that decedent 
had a meretricious relationship with his 
former wife, a result technically possible 
but unusual enough to warrant avoiding 
it. While there was no proof of words 
of present tense, a finding of marriage 
can be made on satisfactory proof of 
reputation and cohabitation. The agree- 
ment made at the time of the divorce 
was a separation contract only and was 
contingent upon the unmarried state con- 
tinuing. Since she had reason to with- 
draw, the wife did not forfeit her right 
of election by leaving decedent. 


TERMINATION — Emergency Did Not 
Require Distribution of Trust 


Texas—Court of Civil Appeals 

Fuqua v. First City National Bank, 332 S.W. 

2d 357. 

Testator devised his estate in trust for 
the benefit of his children and other 
relatives. The will contained the follow- 
ing language: “The trustees shall not 
make any distribution of the corpus of 
my estate to beneficiaries until after 
the expiration of twenty (20) years from 
the date of my decease.” 


Petitioner, a beneficiary of the trust, 
brought suit against the trustee to ob- 
tain a distribution of corpus prior to 
twenty years after the testator’s death, 
alleging an emergency. The trial court 
upheld the trustee’s refusal to make the 
distribution. 


HELD: Affirmed. Courts cannot re- 
make and revise wills even though it 
appears that the testator could have 
provided for a more desirable and just 
devolution of his estate. The wording 
of the testator’s will is clear and un- 
ambiguous; an emergency does not just- 
ify a distribution of corpus prior to 
twenty years after the testator’s death. 
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TAXATION — Estete & Inheritance — 
Direction to Pay All Inheritance 
Taxes “Not Applicable to Federal 
Estate Tax 


Pennsylvania—Supreme Court 
Hoffmann Estate, 399 Pa. 96. 


The opening paragraph of testatrix’s 
will directed that her debts be paid and 
that “any and all inheritance taxes be 
first paid out of my estate.” She gave a 
specific legacy of stock valued at about 
40 per cent of the gross estate to the 
wife of a deceased nephew, and three- 
quarters of the residue to two nieces and 
a nephew, and one-quarter to the child 
and grandchild of the specific legatee, 
and named the legatee executrix. The 
nieces and nephew claimed that the 
specific legacy should bear its proportion 
of the Federal estate taxes under the 
Estate Tax Apportionment Act of 1951, 
which provides for apportionment unless 
a contrary intention appears in the will. 
The legatee pointed to the opening para- 
graph as evidence of a contrary inten- 
tion. The lower court directed the appor- 
tionment and the legatee appealed. 

HELD: Affirmed. There is nothing in 
the will to indicate that testatrix intend- 
ed the Federal estate tax, entirely differ- 
ent in meaning or scope from an inheri- 
tance tax, should not be apportioned. 


WILLs — Construction — Cross Re- 
mainder Implied to Prevent Intes- 
tacy 


Delaware—Court of Chancery, New Castle Co. 
Bank of Delaware v. Harris, 158 A. 2d 924. 


Testator provided for a life estate to 
his widow and continuing equal life es- 
tates after her death to each of two 
sons. The will was very detailed in its 
disposition of remainders after the death 
of either of the sons, but did not specify 
the distribution to be made upon the 
death of the surviving widow of a son 
in the event that there were no surviving 
issue the situation which eventuated. 

HELD: Viewed as a whole the will 
showed an over-all] intent to avoid in- 
testacy and to distribute the principal 
of the residuary estate among grand- 
children and/or the children of deceased 
grandchildren. This intent should not be 
upset by a chronology of deaths not fore- 
seen by the testator. Therefore the will 
should be construed as providing for an 
implied cross remainder to the widow 
and issue of testator’s other son. 





WILLs — Construction — Remainder 
to “Issue” Does Not Include All 
Degrees of Descendants 


Maryland—Court of Appeals 
Clarke v. Clarke, 222 Md. 154, 159 A. 2d 362. 


The will established a trust to pay 
the income to the testator’s widow for 
life, then to his son, Ernest, for life, 
and after Ernest’s death “to his issue, 
absolutely.” Ernest had three sons, one 


June 1960 


of whom predeceased his father without 
having had any children. The other two, 
Thomas and Robert, survived. Thomas 
had no children and Robert had one, 
Robert, Jr. 

At Ernest’s death, following the death 
of the widow, the question arose as to the 
disposition of the principal of the trust 
among his “issue,” the infant, Robert, 
Jr., claiming that he was entitled to 
share equally with his father and uncle 
on a per capita basis. The Chancellor 
ruled to the contrary, holding that 
Ernest’s two surviving sons, Thomas and 
Robert, take the entire estate to the 
exclusion of Robert, Jr. 


HELD: Affirmed. Granting that the 
word “issue” is a word of purchase in- 
cluding descendants of all degrees, the 
Court nevertheless rejected the English 
rule that descendants of whatever degree 
take per capita. Instead, the majority re- 
lied on Section 303 of the Restatement, 
Property, Future Interests that only 
those persons share in a gift to “issue” 
who would qualify as takers under the 
applicable laws of intestate succession. 
Earlier decisions in point in this State 
were held inconclusive and non-control- 
ling. 

Two judges dissented on the ground 
that any departure from long standing 
case law should be made by the legisla- 
ture. 


WILLs — Joint & Mutual — Only 
Jointly Owned Assets Covered 


Oregon—Supreme Court 
Will'‘ams v. Chastain, 350 P. 2d 430. 


Plaintiff and the decedent had lived 
together in a home purchased in their 
joint names until 1953 when they had 
a disagreement and the decedent moved 
out. During the time that the plaintiff 
and the decedent lived in the house, they 
had accumulated certain household ef- 
fects which included antiques of some 
value. They pooled and commingled their 
earnings and from time to time had a 
joint bank account. In November of 
1945, they drew wills in which they left 
the bulk of their estate to each other 
and, in case of death to both through a 
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common accident, their estates were to 
be divided equally between two of plain- 
tiff’s relatives and two of decedent’s rela- 
tives. In each of the wills, there were 
specific provisions mentioning their joint 
accumulation of property. In addition to 
the wills, they executed a joint agree- 
ment under which the survivor would 
take “their jointly held estate in the 
event of either’s death.” 

After their disagreement in 1953, the 
decedent executed a new will revoking 
the will in favor of plaintiff and leaving 
all of his property to the defendants. In 
1954, the decedent sold his interest in 
their joint property, both real and per- 
sonal, to the plaintiff who claims he had 
an enforceable contract requiring the 
decedent to leave all of his property to 
him. Trial court held for defendants. 

HELD: Affirmed. Decedent had the 
right to make a new will and thereby 
revoke the mutual] will. The mutual will 
and the contract accompanying the will 
applied only to their joint property and 
there was no joint property in existence 
at the time of the death of decedent, and 
no property concerning which they had 
contracted. As a result, plaintiff was not 
damaged by revocation of the mutual 
will. 


WILLs — Joint & Mutual — Sur- 
vivor Permitted to Deed Property 
Contrary to Will 


Texas—Court of Civil Appeals 
McKamey v. McKamey, 332 S.W. 2d 801. 


Testator and his wife executed a joint 
and mutual will containing the following 
clause: “It is our will and desire that 
the survivor of us * * * shal] * * * have 
and receive out of the property and es- 
tate of the other a life estate in and to 
all property of every description * * * 
to be used, occupied, enjoyed, encum- 
bered or conveyed and expended, without 
the joinder of any of our surviving chil- 
dren * * * as such survivor shall desire 
* oe Rm? 

Upon the testator’s subsequent death, 
his wife refused to offer the will for 
probate, to act as independent executrix, 
or to take under the will. The wife then 
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executed two deeds conveying her own 
property in a different manner than she 
would have been authorized to do by 
testamentary disposition under the will. 
The validity of the two deeds was up- 
held by the trial court. 

HELD: Affirmed. The provisions of 
the will are binding upon the wife be- 
cause she did not revoke the will prior 
to her husband’s death. Her refusal to 
take under the will cannot defeat her 
obligation to act in accordance with its 
provisions. The execution of the two 
deeds, however, is authorized by the 
quoted clause of the will even though 
the deeds in effect permit the wife to 
dispose of her property in a different 
manner than she would have been 
authorized to do by testamentary dis- 
position. 
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LEGISLATION 
(Continued from page 609) 


months of death or satisfactory proof is 
meanwhile furnished company that there 
will be no such trustee. 


SouTH CAROLINA 


Ch. 748: Permits fiduciary investment 
in obligations secured by first mortgage 
on real estate in any of the United 
States. 

Ch. 784: Permits administrator, execu- 
tor, guardian or committee to request 
probate court on accounting to reduce 
bond in relation to corpus then remain- 


ing. 

Ch. 829: Adopts Uniform Act for 
Simplification of Fiduciary Security 
Transfers. 


Ch. 843: Amends Sec. 19-473 to re- 
quire executor or administrator to file 
affidavit with probate court setting forth 
name of newspaper and dates of dupli- 
cation of required notice to creditors, 
within two weeks after final publica- 
tion. 

Ch. 847: Modifies Sec. 19-500 imposing 
conditions for issuance of letters to non- 
resident individual executor or adminis- 
trator. 

Ch. 848: Simplifies language of Sec. 
19-482 empowering executor or adminis- 
trator to compromise actions for wrong- 
ful death and actions based on causes of 
action surviving. 


VIRGINIA 


Ch. 21: Adopts Uniform Act for Sim- 
plification of Fiduciary Security Trans- 
fers. 

Ch. 527: Declares that Sec. 64-70, 
granting child born after execution of 
will intestate share of estate, shall not 
apply where testator had child or chil- 
dren at time of execution and no pro- 
vision was made for them in will or set- 
tlement. 

Ch. 589: Deletes from Sec. 26.40(23) 


limitation, on guardian’s savings deposit, 


to six months without order of court. 
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WHAT ARE LITTLE GIRLS MADE OF?P 


On a lovely afternoon outing Grandmother and Grand- 
daughter stop in at the confectioners for a package of “sugar 
and spice...and everything nice.” They're good customers 
...Of both the candy store and the Trust Company. A Wisely 
the taller lady looks to us for the management of her in- 
vested funds. To a considerable extent she depends upon 
the income from these investments, so supervising them is 
a very important responsibility. Besides, she is much too 


busy to cope with stocks, bonds, averages, yields, coupons, 


FIRST NATIONAL CITY TRUST COMPANY, 


warrants, and all that. Like the eminently sensible gal she 
is, she assigns that business strictly to the Trust Company’s 
staff of specialists in security analysis, management and 
service. She has an Investment Advisory Account at First 
National City Trust, and couldn’t be happier about it. 

And, of course, she has named First National City Trust as 
her Executor, with her little Granddaughter as beneficiary. 
So, there are no worries whatever on that score. A Now 


they'll be off to the circus. Wonderful day... wonderful world! 
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1975 has him working overtime 


Why? Because the Connecticut General man’s business 
is the future. He’s specially trained to work with you, 
the attorney, to help your client get where he wants to 
be in, say, 1975. 

How? By a thorough analysis of your client’s assets 
today and his objectives for tomorrow. In the report the 
CG man brings you, each asset is listed and evaluated 
in terms of its long-range performance. Problems are 
pinpointed...recommended changes carefully re- 
searched. Insurance? The CG man will recommend 


it to you only if he honestly believes it is needed. 
With the groundwork done, you’ll be able more quickly 
to give your client the full benefit of your counsel. 


The over-all excellence of the CG man’s service may 
well spark a long-term association that will be profit- 
able to all concerned. 

Connecticut General Life Insurance Company, Hartford. 


Life... Accident... Health... Group Insurance... 
Pension Plans. 


Ges CONNECTICUT GENERAL 











